BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA
DOCKET NO. 2021-324-WS - ORDER NO. 2022-376
MAY 27,2022
IN RE: Application of Kiawah Island Utility, Inc. for ) ORDER APPROVING
Adjustment of Rates and Charges (Increase) ) SETTLEMENT
and Modifications to Certain Terms and ) AGREEMENT,
Conditions for the Provision of Water and ) ADJUSTMENT OF RATES
)
)

Sewer Service AND CHARGES, AND
TERMS AND CONDITIONS

I INTRODUCTION

This matter comes before the Public Service Commission of South Carolina (the
Commission) on the Application (Application) of Kiawah Island Utility, Inc. (KIU or the
Company), pursuant to the requirements of S.C. Code Ann. §§ 58-5-10(4), 58-5-210, 58-
5-240, and S.C. Code Ann. Regs. 103-512.4.A, 103-503, 103-712.4.A, and 103-703. The
Company seeks approval of an increase in the monthly water and sewer service charges as
well as its rate schedules as set forth in the Application.
IL. PROCEDURAL HISTORY

Consistent with S.C. Code Ann. § 58-5-240(A), KIU filed a letter with the
Commission on October 11, 2021, regarding its intent to file the Application and proposed
rate schedule seeking an adjustment in the Company’s rates, charges, classifications, and/or
regulations for water and sewer services provided to its service area in South Carolina. On

November 30, 2021, KIU filed its Application for an adjustment of its rates and charges.
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Specifically, KIU seeks approval of an increase in the monthly water and sewer service
charges as described in the rate schedules included in Exhibit “A” to the Application and
recommended a test year of January 1, 2020, to December 31, 2020 (Test Year).

The procedural schedule in this docket was initially proposed by the Commission’s
Clerk’s Office on October 13, 2021. On December 8, 2021, the Commission entered Order
No. 2021-805, establishing the procedural schedule in the docket, while also authorizing
the Commission Staff to make changes to the deadlines for prefiled testimony. On
December 14, 2021, the Clerk’s Office issued the Transmittal Letter, Prefile Testimony
Letter, and Notice of Filing and Public Hearings. The Prefile Testimony Letter modified
the prefile dates established in Order No. 2021-805 based on an agreement of the parties
to the docket.

On December 16, 2021, the Clerk’s Office issued a Revised Notice of Filing and
Public Hearings with certain administrative corrections. On December 21, 2021, the
Clerk’s Office issued the Revised Transmittal Letter and the Second Revised Notice of
Filing and Public Hearings (Notice), making additional ministerial corrections to the
Notice and extending KIU’s time to publish the Notice until December 29, 2021. The
Revised Transmittal Letter also established the bill insert timeline.

The Notice outlined the proposed changes in rates and charges for each customer
class, gave notice of public hearings for customers to provide testimony on the Company’s
Application, and informed the public as to the date for the merits hearing in this docket. By
the Revised Transmittal Letter, the Clerk’s Office instructed the Company to (i) publish

the Notice in newspapers of general circulation by December 29, 2021, and (i1) provide
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Proof of Publication by February 14, 2022. The Clerk’s Office further instructed KIU to
provide the Notice to each affected customer via bill inserts or by electronic mail to those
customers who have agreed to receive notices by electronic mail on or before January 25,
2022, and to provide certification of such on or before February 14, 2022. Finally, the
Clerk’s Office instructed the Company to provide the Notice to the County Administrator
in any county where KIU provides services as well as the City Administrator in any city
where the Company provides services on or before January 24, 2022, and to provide
certification of such on or before February 14, 2022. The Clerk’s Office issued a letter with
deadlines for prefiled testimony dated December 14, 2021.

On December 31, 2021, the Company filed with the Clerk’s Office the letters
containing the Notice sent to the Town of Kiawah Island and Charleston County. On
January 6, 2022, the Company filed with the Clerk’s Office an Affidavit of Publication of
the Notice in The Post and Courier, a newspaper of general circulation. By letter dated
February 9, 2022, the Company filed the affidavit of Becky Dennis, Director of Operations
of KIU, who attested that each affected customer was sent the Notice on January 20, 2022,
via U.S. Postal Service First Class Mail.

The South Carolina Office of Regulatory Staff (ORS) is a party of record pursuant
to S.C. Code Ann. § 58-4-10(B).

The South Carolina Department of Consumer Affairs (DCA) filed a Petition to
Intervene on December 7, 2021, pursuant to S.C. Code Ann. Regs. 103-825. According to
S.C. Code Ann. § 37-6-604 (2018), DCA may provide representation of the consumer

interest before state and federal regulatory agencies when such agencies undertake to fix
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rates or prices for consumer products or service and may intervene as a party to advocate
for the interests of consumers before the Commission. DCA’s Petition to Intervene was
granted on December 20, 2021. Order No. 2021-156-H.

The Town of Kiawah Island (Town) filed a Petition to Intervene on January 7, 2022.
The Town, its residents, and businesses have an interest in this proceeding. The Town’s
residents and businesses who are residential and commercial water and sewer customers
would be affected by the proposed cost increase to their water and sewer services. The
Commission granted the Town’s Petition to Intervene on January 28, 2022. Order No.
2022-8- H.

On January 27, 2022, KIU filed the prefiled direct testimony of Witnesses Craig
Sorensen, Donald H. Burkett, and Becky Dennis, and the prefiled direct testimony and
exhibits of Witnesses Charles Loy and Mujeeb Hafeez. The Company moved for protective
treatment regarding certain information contained within Witness Dennis’s and Witness
Hafeez’s testimonies and filed a redacted version of their testimonies with the Commission.

On February 24, 2022, the Commission denied KIU’s motion for protective order
with respect to Witness Hafeez’s testimony on the grounds that no basis under FOIA
protected the salary information KIU sought to protect.! However, the Commission
subsequently allowed KIU to file revised testimony omitting compensation details for two
employees. Order No. 2022-243. The Company filed the Revised Direct Testimony of

Mujeeb Hafeez on March 28, 2022.

! See Order No. 2022-145 and Order No. 2022-161.
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DCA filed the prefiled direct testimony and exhibits of Witness Aaron Rothschild
on February 24, 2022. The same day, ORS filed the prefiled direct testimony and exhibits
of Witnesses David J. Garrett, Glenn A. Watkins, David M. Herpel, Daniel P. Hunnell, II,
and Dawn M. Hipp, and the direct testimony of Aaron K. Rabon?. The Town also filed the
prefiled direct testimony and exhibit of Witness John D. Labriola on February 24, 2022.

On March 10, 2022, the Company filed the prefiled rebuttal testimony and exhibits
of Witnesses Douglas Carlisle, Craig Sorensen, Becky Dennis, and Benjamin E. Nicholson,
V, and the prefiled rebuttal testimony of Donald H. Burkett and Mujeeb Hafeez.

On March 28, 2022, ORS filed the prefiled surrebuttal testimony and exhibits of
Witnesses Dawn M. Hipp and Glenn A. Watkins and the prefiled surrebuttal testimony of
David M. Herpel, Aaron K. Rabon, Daniel P. Hunnell, I, and David J Garrett. DCA filed
the prefiled surrebuttal testimony of Witness Aaron Rothschild.

The Commission held a public hearing for customer testimony on Monday, March
21, 2022, beginning at 9:00 a.m., with the Honorable Justin T. Williams presiding.> One
public witness provided comments on the Application. As no additional witnesses
registered to testify, the Commission concluded the public hearing after the conclusion of
the testimony. The Commission then cancelled the remaining public hearings originally

scheduled in this docket.

2 ORS subsequently filed the Revised Direct Testimony and Exhibits of Dawn M. Hipp on March 30, 2022,
and the Second Revised Direct Testimony and Exhibits of Dawn M. Hipp on April 1, 2022. The only changes
were with respect to redactions. The Second Revised Direct Testimony and Exhibits of Dawn M. Hipp were
moved into the record by ORS at the hearing on April 4, 2022.

3 The pre-registration sheet for the public hearing was accepted into the record and marked as Hearing Exhibit
L.
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On March 28, 2022, ORS filed a Settlement Agreement (Settlement Agreement)
signed by the Town, KIU, and ORS (Settling Parties), pursuant to S.C. Code Ann. § 1-23-
320(F) (Supp. 2021), and all other applicable statutes and regulations. DCA, while not a
signatory to the Settlement Agreement, advised the Commission that it did not oppose
approval of the Settlement Agreement by letter the same day. The Settlement Agreement
constituted an agreed compromise of all positions advanced by the Settling Parties. Further,
the Settlement Agreement provided that the Parties agreed to stipulate into the record the
prefiled testimony and exhibits of all witnesses without objection, change, amendment, or
cross-examination. The Settlement Agreement is attached hereto as Order Exhibit 1.
(Hearing Exhibit 16.)

The Settling Parties stipulated into the record the direct, rebuttal, and surrebuttal
testimony and exhibits of KIU Witnesses Donald H. Burkett, Charles Loy, Douglas H.
Carlisle, Benjamin E. Nicholson, and Mujeeb Hafeez; ORS Witnesses Dawn M. Hipp,
Daniel P. Hunnell, David M. Herpel, Aaron K. Rabon, Glenn A. Watkins, and David J.
Garrett; and the Town Witness John D. Labriola. DCA stipulated into the record the
testimony of its witness, Aaron Rothschild. Verifications were provided by the respective
Parties for the above witnesses, and they were excused from the hearing.4 The Commission
accepted the prefiled testimonies into the record, including any corrections, as if given
orally from the stand, and any prefiled exhibits and appendices were entered into the record
as hearing exhibits. The Settlement Agreement resolved all issues in dispute between the

Parties.

4 Order No. 2022-23-H.
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On March 29, 2022, following a status conference with the Parties, the Chief
Hearing Officer entered Chief Hearing Officer Directive Order No. 2022-23-H, which
provided among other things, that the settlement hearing in this case would be held on
Monday, April 4, 2022, at 10:00 a.m. Consistent with the Settlement Agreement, on
March 31, 2022, ORS filed the prefiled Settlement Testimony of Witness Dawn M. Hipp,
and KIU filed the prefiled Settlement Testimony of Witnesses Craig Sorensen and Becky
Dennis. Witness Sorensen also prefiled Settlement Testimony Exhibit 1, the Settlement
Agreement, which is described in further detail below.

The settlement hearing began on Monday, April 4, 2022, at 10:00 a.m., with the
Honorable Justin T. Williams presiding. Charles L.A. Terreni, Esquire, Scott Elliott,
Esquire, and Vincent Sheheen, Esquire, represented the Company. Alexander W. Knowles,
Esquire, and Donna L. Rhaney, Esquire, represented ORS. Roger P. Hall, Esquire, and
Connor J. Parker, Esquire, represented DCA. John J. Pringle, Jr., Esquire, represented the
Town. Settlement Witnesses Dawn M. Hipp, Craig Sorensen, and Becky Dennis appeared
in person to testify regarding the Settlement Agreement.

At the start of the hearing, the Commission accepted the Settlement Agreement into
the record as an exhibit to KIU Witness Sorensen’s Settlement Testimony. Settlement
Witnesses Hipp, Dennis, and Sorensen each appeared before the Commission and
answered questions from the Commission. The Settlement Agreement was entered as

Hearing Exhibit 16.
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III. STATUTORY STANDARDS AND APPLICABLE LAWS

KIU is a public utility, as defined by S.C. Code Ann. § 58-5-10(4) (2015), providing
water and sewer service to customers on Kiawah Island in Charleston County, South
Carolina. Application q 2. The Company is a subsidiary of SouthWest Water Company
(SWWC). KIU’s last general rate case was Docket No. 2018-257-WS. The Company’s
current rates were approved in Commission Order No. 2019-288 issued on April 25, 2019,
in Docket No. 2018-257-WS. In the Application, the Company proposed a test year of
January 1, 2020, to December 31, 2020. Application J 6. None of these items were
contested by any party to this proceeding.

The Commission is vested with the power and jurisdiction to supervise and regulate
the rates and service of every public utility in this state, and to ascertain and fix such just
and reasonable standards, classifications, regulations, practices, and measurements of
service to be furnished, imposed, observed, and followed by every public utility in this
state. S.C. Code Ann. § 58-5-210 (2015). “[R]ate-making is not an exact science, but a
legislative function involving many questions of judgment and discretion.” Parker v. S.C.
Pub. Serv. Comm’n, 280 S.C. 310, 312, 313 S.E.2d 290, 291 (1984).

Rates are established based on test year figures intended to reflect typical
conditions. Where an unusual situation indicates that the test year figures are atypical, the
Commission should adjust the test year data. Parker v. S.C. Pub. Serv. Comm’n, 280 S.C.
310,312, 313 S.E.2d 290, 292 (1984). “[A]djustments for known and measurable changes
in expenses may be necessary in order that the resulting rates reflect the actual rate base,

net operating income, and cost of capital. The adjustments are within the discretion of the
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Commission and must be known and measurable within a degree of reasonable certainty.
Absolute precision, however, is not required.” Hamm v. S.C. Pub. Serv. Comm'n, 309 S.C.
282,291, 422 S.E.2d 110, 115 (1992) (citing Michaelson v. New England Tel. & Tel. Co.,

121 R.1. 404 A.2d 799 (1979)).

Although the burden of proof of the reasonableness of all
costs incurred which enter into a rate increase request rests
with the utility, the utility's expenses are presumed to be
reasonable and incurred in good faith. Missouri ex rel.
Southwestern Bell Co. v. Public Service Comm'n of
Missouri, 262 U.S. 276, 43 S.Ct. 544, 67 L.Ed. 981 (1923)
(Brandis, Jr., J., concurring); West Ohio Co. v. Pub. Util.
Comm'n, 294 U.S. 63, 55 S.Ct. 316, 79 L.Ed. 761 (1935);
Boise Water Corp. v. Idaho Pub. Util. Comm'n, 97 1daho
832, 555 P.2d 163 (1976); City of Chicago v. Illinois
Commerce Comm'n, 133 Ill.App.3d 435, 88 Ill.Dec. 643,
478 N.E.2d 1369 (1985) (modified by statute as noted in
People ex rel. Hartigan v. Illinois, 117 1ll.2d 120, 109
Ill.Dec. 797, 510 N.E.2d 865 (1987); Long Island Lighting
Co. v. Pub. Serv. Comm'n, 134 A.D.2d 135, 523 N.Y.S.2d
615 (1987); City of Norfolk v. Chesapeake & Potomac Tel.
Co., 192 Va. 292, 64 S.E.2d 772 (1951). This presumption
does not shift the burden of persuasion but shifts the burden
of production on to the . . . other contesting party to
demonstrate a tenable basis for raising the specter of
imprudence. Long Island, supra. . . . . The ultimate burden
of showing every reasonable effort to minimize . . . costs
remains on the utility. Hamm v. South Carolina Pub. Serv.
Comm'n and Carolina Power and Light Co., 291 S.C. 119,
352 S.E.2d 476 (1987).

Hamm v. S.C. Pub. Serv. Comm'n, 309 S.C. 282, 286-87, 422 S.E.2d 110, 112-13 (1992).
The Commission’s ratemaking authority “to supervise and regulate” rates and service and
“to fix just and reasonable standards, classifications, regulations, practices, and
measurements of service,” S.C. Code Ann. § 58-3-140(A) (1976 & Supp. 2021), entitles

the Commission
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Utilities Servs. of S.C., Inc. v. S.C. Office of Regulatory Staff, 392 S.C. 96, 105, 708 S.E.2d

to create incentives for utilities to improve their business
practices. Accordingly, the PSC may determine that some
portion of an expense actually incurred by a utility should
not be passed on to consumers. Patton v. S.C. Public Service
Comm'n, 280 S.C. 288, 292,312 S.E.2d 257, 259-60 (1984);
see Southern Bell Telephone, 270 S.C. at 599, 244 S E.2d at
283 (finding it was not improper for the PSC to consider
whether a utility could undertake measures to cut costs and
improve efficiency).

755,760 (2011).

The Commission must determine a fair rate of return that the utility should be
allowed the opportunity to earn after recovery of the expenses of utility operations. The
legal standards for this determination are set forth in Federal Power Comm’n v. Hope
Natural Gas Co., 320 U.S. 591, 602-03(1944) (“Hope’’) and Bluefield Water Works and

Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679, 692-93

(1923) (“Bluefield”).

In Bluefield, the United States Supreme Court held that:

What annual rate will constitute just compensation depends
upon many circumstances and must be determined by the
exercise of a fair and enlightened judgment, having regard
to all relevant facts. A public utility is entitled to such rates
as will permit it to earn a return on the value of the property
which it employs for the convenience of the public equal to
that generally being made at the same time and in the same
general part of the country on investments in other business
undertakings which are attended by corresponding risks and
uncertainties; but it has no constitutional right to profits such
as are realized or anticipated in highly profitable enterprises
or speculative ventures. The return should be reasonably
sufficient to assure confidence in the financial soundness of
the utility and should be adequate, under efficient and
economical management, to maintain and support its credit
and enable it to raise the money necessary for the proper
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discharge of its public duties. A rate of return may be

reasonable at one time and become too high or too low by

changes affecting opportunities for investment, the money

market and business conditions generally.
Bluefield Water Works and Improvement Co. v. Public Service Commission of West
Virginia, 262 U.S. at 692-93.

The Commission and South Carolina appellate courts have consistently applied the
principles set forth in Bluefield and Hope. See Southern Bell Tel. &Tel. Co. v. Pub. Serv.
Comm’n of §.C., 270 S.C. 590, 244 S.E. 2d 278 (1978). “‘[U]nder the statutory standard of
‘just and reasonable’ it is the result reached not the method employed which is controlling
.. .. [T]he fixing of ‘just and reasonable’ rates, involves the balancing of investor and the
consumer interests.”” So. Bell, 270 S.C. at 596, 244 S.E.2d at 281 (quoting Hope, 320 U.S.
at 602-03). “South Carolina law does not require the Commission to use any particular
price-setting methodology.” Heater of Seabrook v. Pub. Serv. Comm’n, 324 S.C. 56, 64
(1996) (citing Nucor Steel v. Pub. Serv. Comm’n, 312 S.C 79 (1994)). Thus, “the Public
Service Commission has wide latitude to determine an appropriate rate-setting
methodology” and must “employ a methodology tailored to the facts and circumstances
before it.” Id. at 64.

The Commission’s determination of a fair rate of return must be documented fully
in its findings of fact and based exclusively on reliable, probative, and evidence on the
whole record. Porter v. S.C. Pub. Serv. Comm’n, 332 S.C. 93, 98, 504 S.E.2d 320, 323

(1998). However, the Commission does not inspect, audit, or examine public utilities. S.C.

Code Ann. § 58-3-60. Therefore, “the PSC is both entitled and required to consider the
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evidence presented to it on the formal record[.]” Utils. Servs., 392 S.C. at 111, 708 S.E.2d

at 763.

In establishing rates, it is incumbent upon the Commission
to fix rates which "distribute fairly the revenue requirements
[of the utility.]" See Seabrook Island Property Owners
Association v. S. C, Public Service Comm'n, 303 S.C. 493,
499, 401 S.E.2d 672, 675 (1991). Our determination of
"fairness” with respect to the distribution of the Company's
revenue requirement is subject to the requirement that it be
based upon some objective and measurable framework.

See Utilities Services of South Carolina, Inc. v. South Carolina Office of Regulatory Staff,
392 S.C. 96, 113-114, 708 S.E.2d 755, 764-765 (2011).

Finally, according to Commission Regulation § 103-503(B), governing sewerage
utilities:

All rates, contract forms, and rules and regulations, proposed
to be put into effect by any utility as defined in 103-502(11)
shall be first approved by this commission before they shall
become effective, unless they are exempt from such
approval by statute or other provision of law.

S.C. Code Ann. Regs. § 103-503(B) (2012). Likewise, with water utilities, Commission
regulations state:

All rates, contract forms, or rules and regulations, proposed
to be put into effect by any utility as defined in 103-702(14),
shall be first approved by this commission before they shall
become effective, unless they are exempt from such
approval by statute or other provision of law.

S.C. Code Ann. Regs. § 103-503(B) (2012).
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IV. REVIEW OF THE EVIDENCE AND EVIDENTIARY CONCLUSIONS

A. Issues Addressed Under Settlement Agreement

The Settlement Agreement executed by ORS, the Company, and the Town
addresses all issues in this proceeding and constitutes a complete resolution of all issues in
this proceeding. Hearing Exhibit 16 J 3. DCA, while not a signatory to the Settlement
Agreement, does not object to the Settlement Agreement. Hearing Exhibit 16, p. 1;
Transcript, p. 38, lines 9-14. Pursuant to the Settlement Agreement, the Settling Parties
agree to accept and adopt all recommendations, adjustments, and customer protections in
the testimony and exhibits of ORS witnesses unless specifically modified by the Settlement
Agreement without prejudice to the position of any party in future proceedings. Hearing
Exhibit 16 4. The Settling Parties agree that this Settlement Agreement is reasonable, is
in the public interest, and is in accordance with law and regulatory policy. Hearing Exhibit
16 q 24.

1. Return on Common Equity, Revenue, and Capital Structure

The Settlement Agreement addresses three components of KIU’s cost of capital:
return on equity (ROE), capital structure, and cost of debt. Additionally, the Settlement
Agreement adopts the return on rate base method for setting rates and ORS’s
recommendations regarding rate design.

a. Return on Equity (ROE)

DCA Witness Rothschild asserted the ROE for KIU “should be between 6.78% and

8.16%,” and he recommended a “midpoint of 7.47%.” (Rothschild Direct p. 4, lines

19-21). ORS Witness Garrett proposed an “ROE of 8.44%” based on his “range of 6.43%-
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8.44%.” (Transcript, p. 87.30, lines 1-3). Company Witness Carlisle endorsed a return on
equity of 9.35%. (Carlisle Rebuttal p. 5, lines 9-11). Witness Carlisle found an overall
ROE range “between 7.74% and 9.60%” applying standard methods; however, due to his
expectations for the economy over the next 2 years, he recommended an “inner range
between 8.43% to 9.35%.” (Carlisle Rebuttal p. 5, lines 11-16).

Ultimately, the Settlement Agreement included an authorized ROE of 8.69%",
which is within the recommended range of Witness Carlisle. We conclude this is a
reasonable compromise of the positions of the Parties. Moreover, it is reasonable under the
Settlement Agreement taken and viewed as a whole and is supported by evidence of record.

b. Capital Structure

The Settlement Agreement includes a capital structure for KIU of 46.81% debt and
53.19% equity. Hearing Exhibit 16 q 5. The capital structure in the Settlement Agreement
is consistent with the testimony of Witnesses Carlisle and Garrett. (Carlisle Rebuttal p. 4,
lines 20-22; Transcript, p. 87.62, lines 20-22; p. 87.63, lines [-8). DCA Witness
Rothschild recommended a capital structure of 49.86% equity and 50.14% debt based on
the average common equity ratios of the companies in his proxy group. (Transcript, p.
54.17, lines 18-19). We conclude the agreed upon capital structure for KIU reflects a

reasonable compromise of the positions of the Parties. Furthermore, it is reasonable under

3 With this Settlement Agreement, a residential water customer using 11,000 gallons per month would have
a monthly increase of approximately $5.83, while sewer customers would not have any change to their rates.
In comparison, based on the Company's Application, a residential water customer using 11,000 gallons per
month would have experienced a monthly increase of approximately $8.31, and a residential sewer customer
using 11,000 gallons of water would have had an increase of approximately $3.49. Hearing Exhibit 16, 7 9.
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the Settlement Agreement taken and viewed as a whole and supported by evidence of
record.
c. Cost of Debt

The Settling Parties agreed to a 4.57% cost of debt. Hearing Exhibit 16 { 5. This
corresponds to the interest rate in KIU’s intercompany loan agreement with its parent
company, and it is consistent with the recommendations in testimony of Witnesses Carlisle
and Garrett. (Transcript p. 87.6, lines 21-22; Carlisle Rebuttal p. 4, lines 3—11). DCA
Witness Rothschild recommended “long-term debt of 3.39% based on the interest rate of
unsecured notes issued by Southwest Water Company in October 2020.” (Transcript, p.
52.23, lines 5-7). We conclude the agreed upon cost of debt for KIU reflects a reasonable
compromise of the positions of the Parties, is reasonable under the Settlement Agreement
taken and viewed as a whole and is supported by evidence of record.

d. Rate-Setting Method

The Company’s Application requested that the Commission set rates for the
Company according to the operating margin method. (Application | 15). However, the
Parties agree that for this proceeding, KIU’s rates shall be set according to the return on
rate base method. Hearing Exhibit 16 { 6. This methodology is consistent with the
testimony of Witnesses Garrett and Rothschild that “the rate of return method is appropriate
because of KIU’s substantial rate base,” and it provides “an objective and measurable
framework” to determine the return. (Transcript, p. 87.6, lines 6—12; Transcript, p. 87.13,
lines 6—7; Transcript, p. 52.6, lines 18—19; see also Transcript, p. 80.4, lines 7-10). Heater

of Seabrook v. Pub. Serv. Comm’n, 324 S.C. 56, 64—65 (1996) (explaining that operating



DOCKET NO. 2021-324-WS — ORDER NO. 2022-376
MAY 27, 2022
PAGE 16

margin treatment “is particularly appropriate where a utility’s rate base has been
substantially reduced” but “is less appropriate for utilities that have large rate bases and
need to earn a rate of return sufficient to obtain the necessary equity and debt capital that a
larger utility needs for sound operation.” (emphases added).

KIU’s rate base supports a rate of return methodology. We conclude this term of
the Settlement Agreement reflects a reasonable compromise of the positions of the Parties
and is reasonable under the terms of the Settlement Agreement taken and viewed as a
whole. Furthermore, it is supported by evidence of record.

e. Rate Design

The Settlement Agreement adopts ORS’s recommendations regarding rate design.
Hearing Exhibit 16 § 7. The evidentiary support for these rate design recommendations is
provided in the testimony of Witness Glenn Watkins. Witness Watkins recommended that
the fixed charges for each customer class remain at their current levels, that all sewer
charges remain at their current levels, and that the increase in revenues be allocated to
volumetric water rates. (Transcript, p. 103.5, lines 3-8; p. 103.29, lines 17-21). The
Settling Parties agree the Settlement Agreement sets forth the allocation of the revenue
increase among customer classes according to ORS’s rate design recommendations.
Hearing Exhibit 16 | 8 & Attachment B (see also Transcript, p. 132.2, line 5). We conclude
this term reflects a reasonable compromise of the positions of the Parties, is reasonable
under the Settlement Agreement taken and viewed as a whole, and it is supported by

evidence of record.
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2. Other Adjustments

The Settlement Agreement also addresses KIU’s request for expenses related to a
pipeline construction project. Additionally, the Settlement Agreement resolves calculations
for cash working capital, including purchased water and bad debt, as well as overhead
expenses for the Company and rate case expenses.

a. Secondary Pipeline Project

The Company requested additional incremental pipeline costs related to its
secondary water line (Secondary Pipeline Project) in the amount of $2.4 million. The
Settling Parties agreed to establish a regulatory asset in the amount of $1.8 million for the
Secondary Pipeline Project costs, arising from an unforeseen failure of the first drill attempt
and a subsequent attempt, which allowed the Project to be placed into service. Hearing
Exhibit 16 ] 10. The amortization period of the regulatory asset is thirty (30) years. Id. The
regulatory asset will not be placed in rate base and will not earn a return or accrue carrying
costs. Id. (See also Transcript, p. 119.3, lines 5-8). KIU further agrees that it will not be
eligible to seek recovery of any additional incremental costs relating to or arising out of
the construction of the Secondary Pipeline Project in any future proceeding, including but
not limited to any litigation related to or arising out of the Secondary Pipeline Project.
Hearing Exhibit 16 q 10.

Prior to the Settlement Agreement, the Settling Parties submitted considerable
testimony with varying positions relating to the recovery of the costs of the Secondary
Pipeline Project. ORS Witness Hipp testified that the costs of the Secondary Pipeline

Project stemmed from a settlement agreement between KIU, its contractor, and their
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insurers. Witness Hipp asserted that the costs should not be the responsibility of customers
because “the Company’s responses to ORS discovery and the Federal District Court
[Olrder” in the underlying litigation “do not support the Company’s claims that it took the
steps necessary to carefully identify risk and mitigate potential financial losses by securing
necessary insurance coverage.” (Transcript p. 73.14, lines 3-6; see also Transcript, pp.
49.5-49.6, citing Order®). Witness Hipp also testified that the settlement costs are not a
“used and useful” investment, which KIU Witness Sorensen disputed. (Transcript, p. 73.5,
line 19; Transcript p. 111.6, lines 14-15).

KIU Witness Nicholson testified that “the settlement was a reasonable and prudent
outcome of a highly contested and very complex construction and insurance dispute,” and
KIU should not be disallowed from recovering these costs. (Nicholson Rebuttal p. 2, lines
17-20). Witness Sorensen further testified that KIU went to great lengths to mitigate risk
and ensure proper insurance was obtained by the appropriate party and that the settlement
was a reasonable and “prudent business decision” to minimize financial impacts to
customers. (Transcript, p. 111.8, lines 14—15; Transcript, p. 111.10, lines 1-14).

We conclude these terms of the Settlement Agreement regarding treatment of the
Secondary Pipeline Project costs reflect a reasonable compromise of the positions of the
Parties and are reasonable in view of the evidence of record presented by Witnesses Hipp,
Labriola, Dennis, Sorensen, and Nicholson relating to the recoverability of the costs
associated with the Secondary Pipeline Project. (See also Transcript p. 119.4, lines 13—15;

Dennis Settlement p. 3, line 5; Transcript, p. 80.4, line 13).

6 Order, case no. 2:17-cv-02418-DCN, dated March 8, 2019.
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b. Cash Working Capital

The Settlement Agreement adopts KIU’s methodology in calculating its Cash
Working Capital adjustment, which includes purchased water and bad debt, and requires
the Company to conduct a Lead-Lag study. Hearing Exhibit 16 q 11. The Lead-Lag study
must be filed with the Commission in conjunction with the Company’s application in its
next rate proceeding. I/d. Additionally, ORS retains the right to review and make
recommendations related to KIU’s request for cost recovery related to the Lead-Lag study.
Id. These Settlement Agreement provisions are supported in the record by the testimony of
Witnesses Burkett, Herpel, and Hipp. (Transcript, pp. 146.2—146.4; Transcript, p. 93.3,
lines 22-23, p. 93.4, lines 1-4; Transcript, pp. 80.3—-80.4).

Regarding purchased water and bad debt, Company Witness Burkett “reaffirmed
the Company’s calculation of cash working capital using a 45-day allowance[,] which
includes pro forma adjusted purchased water and per book bad debt expense in the
calculation.” (Transcript, p. 93.2, lines 5-7). Witness Burkett asserted that the
Commission’s treatment of cash working capital calculations is specific to the
circumstances of the utility, including distinct revenue increase requests. (Transcript, p.
146.4, lines 3-19.) We conclude these terms reflect a reasonable compromise of the
positions of the Parties, are reasonable under the Settlement Agreement taken and viewed
as a whole, and they are supported by evidence of record.

c. Overhead Expenses
The Settling Parties agree to remove from KIU’s allowable share of overhead

expenses 50% of the salary, benefits, and taxes for SWWC’s two (2) highest compensated
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executives. Hearing Exhibit 16  12; Attachment A, Adjustment 2G. Witness Hipp testified
that removing 50% of the salary, benefits, and taxes for SWWC’s four (4) highest
compensated executives was appropriate given the focus of these executives on
maximizing profit rather than customer service and minimizing customer rates. (Transcript
pp. 73.15-73.16). Witness Hipp explained that executives and officers hold a fiduciary
duty to a company’s shareholders and owners and that this duty can create “tension”
between maximizing returns for shareholders and minimizing the financial impact of utility
operations and management decisions on customers who are entitled to reliable service at
the lowest reasonable rates. Id. Witness Hipp further testified that a sharing of executive
compensation is appropriate because the executives provide benefits to both shareholders
and customers. Id.

In response, KIU Witness Hafeez testified that executives have fiduciary duties to
shareholders and customers, that all compensation directly tied to financial performance
had been excluded from KIU’s request, and that instances where the Commission has
adopted this adjustment for larger, publicly traded utilities were not applicable to KIU.
(Transcript, pp. 150.2-150.8). Ultimately, we conclude this term of the Settlement
Agreement reflects a reasonable compromise of the positions of the Parties and is
reasonable in view of the evidence of record presented by Witnesses Hipp and Hafeez
relating to the recoverability of executive compensation-related overhead costs.’

The Settling Parties agree to a non-precedential adjustment to include in KIU’s
allowable share of overhead expenses 25% of the expenses related to the SWWC Corporate

Development Team. Hearing Exhibit 16 q 13; Attachment A, Adjustment 2G. Witness
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Hipp testified that disallowance of the Corporate Development Team (“Team”) costs was
appropriate because customers should not “bear 100% of the costs and financial risks
associated with the Company’s speculative acquisition efforts,” and such efforts are not
related to the continued provision of safe and reliable service to KIU customers. (Transcript
p. 73.18, lines 15-19). Witness Hipp also testified that it was not clear these expenditures
resulted in net quantifiable benefits to customers, and that the Commission has historically
disallowed merger transaction expenses in customer rates. (Transcript, pp. 73.18=73.19).

In contrast, Witness Hafeez testified that the Team’s efforts have resulted in direct,
net benefits to KIU customers through the growth of SWWC and corresponding reduction
in KIU’s allocable share of overhead. (Transcript, pp. 150.10-150.12). He further clarified
that the Team was not formed after the end of the Test Year but has existed since 2015.
(Transcript, p. 150.10, lines 10~11.) We conclude this term of the Settlement Agreement
reflects a reasonable compromise of the positions of the Parties, is reasonable in view of
the terms of the Settlement Agreement taken and viewed as a whole, and it is reasonable
in view of the evidence of record presented by Witnesses Hipp and Hafeez relating to the
recoverability of Corporate Development Team-related overhead costs.

d. Rate Case Expenses

The Settling Parties also agreed to accept the recommendation of the Company to
amortize rate case expenses over two (2) years. Hearing Exhibit 16 q 14; Attachment A,
Adjustment 2H. The Settling Parties further decided the amount of rate case expenses to
be amortized over two years would be calculated through the date of the hearing. Id.

Support for this adjustment is provided in the testimony of Witness Burkett. (Transcript,
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pp. 146.5-146.6). A two-year amortization period also corresponds with the duration of
the Settlement Agreement’s “stay out” provision, meaning KIU’s next rate case will likely
not occur in the interim. See Hearing Exhibit 16 J 18. We conclude this term reflects a
reasonable compromise of the positions of the Parties, is reasonable under the Settlement
Agreement taken and viewed as a whole, and it is supported by evidence of record.

The Settlement Agreement also provided that the final revenue increase and
corresponding rates would be determined based on rate case expenses updated through the
completion of the hearing. The hearing was completed on April 4, 2022. At the hearing,
and consistent with the Settlement Agreement, Hearing Exhibit 14 was reserved for a late-
filed exhibit to be filed under seal by the Company consisting of rate case expenses updated
through the hearing and supporting documentation. (Transcript, pp. 84-85). After
providing its updated rate case expense information and support to ORS, and following
ORS’s review, the Company filed Hearing Exhibit 14 on April 13, 2022, demonstrating
$318,938.17 of allowable rate case expenses7. We conclude based on the evidence of
record that KIU’s demonstrated allowable rate case expenses are $318,938.17.

e. Fire Hydrant Service

The Settling Parties agreed to use KIU’s Test Year recorded revenues of $39,551

for general ledger Account 440080 for Fire Hydrant Service. Hearing Exhibit 16 | 15;

Attachment A, Adjustment 1C. According to Witness Hunnell, this is the Company’s actual

Test Year revenue for fire hydrant rentals. (Transcript, p. 95.10, lines 3—-4). We conclude

7 The Company’s request for confidential treatment of the supporting invoices for its rate case expenses
detailed in Hearing Exhibit 14 was granted by Order No. 2022-36-H.
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this term of the Settlement Agreement reflects a reasonable compromise under the terms
of the Settlement Agreement as a whole and is reasonable in view of the evidence of record.
f. Additional Adjustments

The Settling Parties further agreed to adjustments to gross receipts tax, licensing
fees, income taxes, customer growth, cash working capital, and interest expense to reflect
the terms of the Settlement Agreement, including a ROE of 8.69%. Hearing Exhibit 16
16.

3. Future Rate Cases, Shared Services Study, and Other Terms

KIU will file its next rate case under rate of return methodology and will include
rate of return information in its Application. Hearing Exhibit 16 q 17. This term is
consistent with the testimony of Witnesses Rothschild and Garrett. (Transcript, p. 52.8,
lines 4—12; Transcript pp. 87.12—87.16). We conclude this term reflects a reasonable
compromise of the positions of the Parties, is reasonable under the Settlement Agreement
taken and viewed as a whole, and it is supported by evidence of record.

KIU agreed in the Settlement Agreement that it would not file another general rate
case before eighteen (18) months from the date the final order is issued in this proceeding;
therefore, any potential new rates would not go into effect until twenty-four (24) months
after the date the final order is issued. Hearing Exhibit 16 [ 18. The only exception would
involve unforeseen extraordinary economic or financial conditions which may include, but
not be limited to, changes in tax rates. Id. This “stay out” provision does not apply to filings

related to pass-through charges of purchased water. Id. We conclude this term reflects a
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reasonable compromise of the positions of the Parties, is reasonable under the Settlement
Agreement taken and viewed as a whole and is supported by evidence of record.

The Settlement Agreement provided that “the Company shall conduct a Shared
Service Study using a third-party consultant to evaluate the contract or shared services
provided to KIU from SWWC, SWWC affiliates, and the Corporate Shared Services
business unit.” Hearing Exhibit 16 { 22. Witness Hipp filed Settlement Testimony in
support of this provision. (Transcript pp. 80.3—80.4). At the hearing, Witness Hipp further
testified that shared service studies “are recognized, established regulatory tools and
represent meaningful incremental innovation in South Carolina regulatory practice that will
support the Commission’s ongoing efforts to establish just and reasonable rates according
to objective and measurable framework.” (Transcript, p. 78, lines 19-24). At the hearing,
Witness Sorensen stated that the Company will work towards retaining an independent,
third-party consultant. (Transcript, pp. 135-136). We conclude this term reflects a
reasonable compromise of the positions of the Parties, is reasonable under the Settlement
Agreement taken and viewed as a whole and is supported by evidence of record.

The Settlement Agreement included Attachments A and B showing the Operating
Experience, Rate Base, and Rate of Return under the terms of the Settlement Agreement
based on rate case expenses calculated as of March 15, 2022. Attachment A provided a
summary of the revenue requirement and Attachment B provided the corresponding rates.
Attachments A and B to the Settlement Agreement, under the terms of the Settlement
Agreement, were subject to update for reasonable and prudent rate case expenses incurred

through the date of the hearing. Hearing Exhibit 16 q 5 at n.1. Evidence of the Company’s
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reasonable and prudent rate case expenses incurred through the date of the hearing was
reviewed and audited by ORS and is reflected in Hearing Exhibit 14. Order Exhibit 2
reflects the Operating Experience, Rate Base and Rate of Return for KIU corresponding to
and reflecting all terms of the Settlement Agreement as described in Settlement Agreement
Attachment A as updated to reflect KIU’s allowable rate case expenses demonstrated in
Hearing Exhibit 14. It also reflects KIU’s resulting revenue requirement. Order Exhibit 3
reflects the resulting rates for each customer class corresponding to the revenue
requirement and rate design consistent with the terms of the Settlement Agreement
Attachment B as updated to reflect KIU’s allowable rate case expenses demonstrated in
Hearing Exhibit 14. As calculated in Order Exhibit 2, KIU’s resulting operating margin is
10.89%

B. Commission Conclusion

The Application, testimony, exhibits, affidavits of publication, and public notices
submitted by KIU comply with the procedural requirements of the South Carolina Code of
Laws and the Regulations promulgated by this Commission. The Commission evaluated
all the evidence in the record, including the Settlement Agreement. The Commission
concludes it is just and reasonable and a fair balancing of the interests of the Company and
its customers to approve the Settlement Agreement. No party opposes the Settlement
Agreement, and the Town, ORS, and Company support it as a just and reasonable
resolution of all issues within this proceeding. DCA, although not a signatory to the

Settlement Agreement, has no opposition to the Agreement.
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Order Exhibit 2 reflects the Operating Experience, Rate Base and Rate of Return
for KIU corresponding to and reflecting all terms of the Settlement Agreement as updated
by Hearing Exhibit 14 for final rate case expenses and reflects KIU’s resulting revenue
requirement. Order Exhibit 3 reflects the resulting rates for each customer class
corresponding to the revenue requirement and rate design consistent with the terms of the
Settlement Agreement and as updated to reflect Hearing Exhibit 14’s final rate case
expenses. KIU’s resulting operating margin is 10.89%

V. FINDINGS OF FACT

Based upon the discussion as set forth herein, and the record of the instant
proceeding, the Commission makes the following Findings of Fact:

1. KIU is a public utility providing water and sewer services in its assigned
service area located in Charleston County, South Carolina. The Commission is vested with
authority to regulate rates of every public utility in this state and to ascertain and fix just
and reasonable rates for service. S.C. Ann. §58-5-210, et. seq. KIU’s operations in South
Carolina are subject to the jurisdiction of the Commission.

2. The Commission finds the appropriate test year period for this proceeding,
as selected by KIU, is January 1, 2020, to December 31, 2020. KIU proposed this test year
in its Application, and it was used by the Parties in this proceeding.

3. The Commission finds no party contested the use of the test year proposed
by KIU in its Application, and both KIU and ORS submitted evidence regarding revenues,

expenses, and proposed adjustments using the test year ending December 31, 2020.
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4. The Commissions finds, for the reasons discussed above, that the Settlement

Agreement attached as Order Exhibit | is fair, just, and reasonable for KIU and its
customers. The Commission adopts and approves the Settlement in its entirety.

5. The Commission finds the terms of the Settlement Agreement, as updated
consistent with the terms of the Settlement Agreement to reflect reasonable and prudent
rate case expenses as demonstrated in Hearing Exhibit 14, result in rates that are fair, just,
and reasonable.

6. The Commission finds that the adjustments and customer protections as
discussed in the Settlement Agreement and previously in this Order are just and reasonable.

7. The Commission finds that KIU’s rates should be set according to the rate
base rate of return method. KIU should also file its next rate case under the rate of return
methodology and include rate of return information in the application.

8. The Commission finds that granting KIU the opportunity to earn an 8.69%
ROE is just and reasonable. The Commission also finds that the cost of debt of 4.57% and
a capital structure consisting of 46.81% debt and 53.19% equity in the Settlement
Agreement is just and reasonable. These figures are supported by the reliable, probative
evidence from the entire record of this proceeding.

9. The Commission finds that KIU’s operating margin is 10.89% as calculated
and reflected in Order Exhibit 2. This figure is supported by the reliable, probative evidence
from the proceeding.

10. For the reasons discussed herein, the Commission finds the revenue

requirement and adjustments detailed in Order Exhibit 2 are just and reasonable, reflect the
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terms of the Settlement Agreement, and are based upon credible and probative evidence in
the record, are fair and reasonable, consistent with the terms of the Settlement Agreement,
and will allow KIU to continue to provide its customers with safe and reliable water and
wastewater service.

11.  The resulting rates for service detailed in Order Exhibit 3 are consistent with
Order Exhibit 2, are just and reasonable, reflect the terms of the Settlement Agreement,
and are based upon credible evidence in the record.

12. ORS has determined that the Settlement Agreement reached among the
Parties is in the public interest.

13. DCA does not object to the terms of the Settlement Agreement.

VI. CONCLUSIONS OF LAW

Based upon the discussion as set forth herein, and the record of the instant
proceeding, the Commission makes the following Conclusions of Law:

1. The Commission is vested with the authority to regulate rates of every
public utility in South Carolina and to ascertain and fix just and reasonable rates for service.
S.C. Code Ann. § 58-5-210 et. Seq.

2. KIU is a public utility as defined in S.C. Code Ann. § 58-5-10(3) and as
such is subject to the jurisdiction of this Commission.

3. ORS is charged with the duty to represent the public interest of South
Carolina pursuant to S.C. Code Ann. § 58-4-10(B).

4. DCA may advocate for the interest of consumers in matters before the

Commission pursuant to S.C. Code Ann. § 37-6-604(C).
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5. The Application, testimony, exhibits, affidavits of publication, and public

notices submitted by the Company comply with the procedural requirements of the South
Carolina Code of Laws and the Regulations promulgated by this Commission. S.C. Code
Ann. § 58-5-240 et. seq., S.C. Code Ann. Regs. 103-512.4A and 103-712.4A.

6. Rate of Return is the appropriate methodology in this case to fix just and
reasonable rates for KIU. The Commission has considered the facts supporting the use of
the rate of return method in accordance with the ruling of the Supreme Court of South
Carolina in Heater of Seabrook v. Pub. Serv. Comm’n, 324 S.C. 56, 64-65 (1996).

7. A regulated utility is entitled to “an opportunity to earn a fair and reasonable
return.” Southern Bell Telephone & Telegraph Co. v Public Service Comm. of S.C., 270
S.C. 590, 600, 244 S.E.2d 278, 283 (1978). A return on equity for KIU’s combined water
and sewer operations of 8.69% accomplishes a fair and reasonable return.

8. The rates approved in this Order are just and reasonable without undue
discrimination and are also designed to meet the revenue requirement of KIU.

VII. ORDERING PROVISIONS

IT IS THEREFORE ORDERED THAT:

1. The Settlement Agreement, executed by the Settling Parties and
incorporated by reference as Order Exhibit 1, is hereby approved, accepted, and adopted
by the Commission. Further, the Commission finds the Settlement Agreement is in the

public interest and constitutes a reasonable resolution to this proceeding.
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2. The revenue requirement and adjustments detailed in Order Exhibit 2 are

hereby approved, accepted, and adopted by the Commission and made part of this Order
by reference.

3. KIU’s rates in this case shall be set according to the rate of return
methodology, and KIU shall file its next rate case under the rate of return methodology.

4., KIU is authorized the opportunity to earn a ROE of 8.69%.

5. KIU’s capital structure is 46.81% debt and 53.19% equity.

6. KIU’s cost of debt is 4.57%.

7. KIU’s resulting return on rate base is 6.76%.

8. Pursuant to S.C. Code Ann. § 58-5-240(H), an operating margin of 10.89%
as calculated and reflected in Order Exhibit 2 is approved for KIU.

9. The resulting rates for service provided in Order Exhibit 3 are hereby
approved, accepted, and adopted by the Commission and made part of this Order by
reference.

10.  The rates and charges approved and resulting from this Order may be
charged for service provided on or after the date of this Order.

11.  The Company shall provide notice of the rate adjustments approved herein
to its customers either before (such as a special mailing) or contemporaneously (such as a
conspicuous notice on the bill or by a bill insert) with the first bill rendered after the new
rates take effect.

12. Revised tariffs shall be filed within ten (10) days of receipt of this Order,

consistent with the Commission’s Rules and Regulations. The tariffs should be
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electronically filed in a text searchable PDF format using the Commission’s DMS System
(https://dms.psc.sc.gov). The tariffs shall be consistent with the findings of this Order and
agreements with the other parties to this case. The rates, fees, and charges in the revised
tariffs shall be consistent with the adjustments as stipulated between the Settling Parties
and the 8.69% ROE authorized in this Order.

13. KIU shall not file for a general rate case before eighteen (18) months from
the date the final order is issued in this proceeding, such that new rates will not be effective
prior to twenty-four (24) months from the date the final order is issued in this proceeding,
except where necessary due to unforeseen extraordinary economic or financial conditions
which may include, but not be limited to, changes in tax rates. This term does not apply to
filings related to pass-through charges of purchased water.

14. The Company shall submit future Annual Reports for water and sewer in
accordance with the Commission’s instructions.

15. The Company’s accounting books and records shall continue to be
maintained according to the National Association of Regulatory Utility Commissioners
(NARUC) Uniform System of Accounts.

16. KIU shall maintain its performance bonds currently on file with the
Commission in the amounts of $350,000 for sewer operations and $350,000 for water
operations in compliance with S.C. Code Ann. § 58-5-720.

17. KIU shall comply with all terms of the Settlement Agreement, including

any terms not specifically enumerated in the ordering provisions above.
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18. This Order shall remain in full force and effect until further order of the

Commission.

BY ORDER OF THE COMMISSION:

. outh Carolina
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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

DOCKET NO. 2621-324-WS

INRE: Application of Kiawah Island Utility, ) SETTLEMENT
Incorporated to File Proposed Changes in )} AGREEMENT
Rates, Charges, Classifications and/or )

Regulations for Water and Sewer Service

Pursuant to S.C. Code Ann. § 1-23-320(F), and all other applicable statutes and regulations,
this Settlement Agreement (“Settlement Agreement”) is made by and among the South Carolina
Office of Regulatory Staff (“ORS"), Kiawah Island Utility, Inc. (“KIU” or the “Company”), the
Town of Kiawah Island (“Town™) (collectively referred to as the “Parties” or sometimes
individually as “Party”). The South Carolina Department of Consumer Affairs (“DCA") has
advised the Parties that it does not object to this Settlement Agreement and intends to so notify the
Commission.

WHEREAS, the Company prepared and filed on November 30, 2021 the Application of
Kiawah Island Utility, Inc. for Adjustment of Rates and Charges (Increase) and Modifications to
Certain Terms and Conditions for the Provision of Water and Sewer Service (the “Application”).
The test year for the Application is January 1, 2020 to December 31, 2020 (“Test Year”);

WHEREAS, the above-captioned proceeding has been established by the Commission
pursuant to the procedure set forth in S.C. Code Ann. § 58-5-240 ef seq., and the Parties to this

Settlement Agreement are parties of record in the above-captioned docket;
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WHEREAS, ORS is charged by law with the duty to represent the public interest of South
Carolina pursuant to 8:C. Code Ann. § 58-4-10(B);

WHEREAS, DCA by law may advocate for the interest of consumers in matters before the
Commission pursuant to S.C. Code Ann. § 37-6-604(C);

WHEREAS, ORS conducted an examination of the books and records of the Company
relative to matters raised in the Application, including Test Year revenues, operating expenses,
depreciation and taxes paid by the Company; rate base, plant in service, working capital, capital
expenditures, and other relevant accounting matters;

WHEREAS, ORS also examined all accounting and pro forma adjustments proposed by
the Company, the Company’s rate design and cost of service study, the Company’s capital
structure and cost of capital, and information related to the Company’s operations;

WHEREAS, DCA also examined matters raised in the Application, the Company’s capital
structure and cost of capital, and information related to the Company’s operations;

WHEREAS, the Town also examined matters raised in the Application and information
related to the Company’s operations;

WHEREAS, the Parties have varying positions regarding the issues in this case;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of some
or all of the issues would be in their best interests and, in the case of ORS, in the public interest;
and,

WHEREAS, following those discussions, the Parties determined that their interests, and
ORS determined that the public interest, would be best served by agreeing to this Settlement
Agreement regarding issues raised by the Parties and pending in the above-captioned case under

the terms and conditions set forth herein;

Page 2 of |5
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NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms.
A. STIPULATION OF TESTIMONY AND WAIVER OF CROSS-EXAMINATION

1. The Parties agree to stipulate into the record before the Commission the pre-filed
direct, rebuttal, surrebuttal, and/or settlement testimony and exhibits (collectively, the “Stipulated
Testimony™) of the below witnesses without objection, change, amendment or cross-examination
with the exception of changes comparable to those that would be presented via an errata sheet or
through a witness noting a correction consistent with this Settlement Agreement. The Parties
further agree to the prefiled direct, rebuttal, and surrebuttal testimony and exhibits of the below
witnesses being stipulated into the record without them appearing at the merits hearing on the
Application. Should the Commission deny the request that the below witnesses be excused from
appearing to present their prefiled direct, rebuttal, and/or surrebuttal testimony and exhibits, the
Parties reserve the right to engage in redirect examination of the below witnesses as necessary to
respond to issues raised by the examination of their witnesses, if any, by non-Parties, parties that

are not signatories to this Settlement Agreement, or the Commission.

KIU witnesses:
Donald H. Burkett

Mujeeb Hafeez

Becky Dennis

Benjamin E. Nicholson, V
Douglas H. Carlisle

Craig Sorensen

Chuck Loy

RO A LN

Town witness;:
1.  John Labriola

ORS witnesses:

David M. Herpel
Aaron K. Rabon
Danie] P, Hunnell 1
Dawn M. Hipp
David J. Garrett

RN~

Page 3 of 15
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6. Glenn A. Watkins

2, The Parties agree to offer no other evidence in the proceeding other than the
Stipulated Testimony and exhibits and this Settlement Agreement unless the additional evidence
is to support the Settlement Agreement, consists of changes comparable to that which would be
presented via an errata sheet or through a witness noting a correction or clarification, consists of a
witness adopting the testimony of another if permitted by the Commission, or is responsive to
issues raised by examination of the Parties’ witnesses by non-Parties, parties which are not
signatories to this Settlement Agreement, the Commission, or by late-filed testimony by non-
parties. Subsequent to the filing of this Settlement Agreement, KIU Witness Sorensen and ORS
Witness Hipp plan to file Settlement Testimony with the Commission in support of this Settlement
Agreement. The Parties may also submit supplemental evidence to update rate case expenses
consistent with the terms of this Settlement Agreement and the corresponding rates, The Parties
agree that nothing herein will preclude each party from advancing its respective positions in the
event that the Commission does not approve the Settlement Agreement in its entirety .without
exception, modification, or additional provisions.

B. SETTLEMENT TERMS

3. As a compromise to all of the positions advanced by the Parties, the Parties agree
to the proposal set out immediately below, and this proposal is hereby adopted, accepted, and
acknowledged as the final agreement of the Parties.

4, Without prejudice to the position of any Party in future proceedings, the Parties
agree to accept and adopt all recommendations, adjustments, and customer protections in the
testimony and exhibits of ORS witnesses unless specifically modified by this Settlement

Agreement.

Page 4 of |5
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Return on Common Equity, Revenue and Capital Structure

5. For purposes of this Settlement Agreement, and in recognition of the mutual

compromises containcd herein, the Parties further agree that the Application, Stipulated

. Testimony, and this Settlement Agreement conclusively demonstrate the following: (i) the

proposed accounting and pro forma adjustments appended to the Settlement Agreement as
Attachment A are fair and reasonable and should be adopted by the Commission for ratemaking
and reporting purposes; (i) the rates generate a revenue increase of approximately $555,000 on an
adjusted test-year basis;' (i) rates in this proceeding shall be established based on an 8.69% return
on common equity (“ROE"), KIU’s actual cost of debt of 4.57%, and a capital structure that
includes 46.81% debt and 53.19% equity; and, (iv) the rates resulting from the Settlement
Agreement are designed to recover the revenue requirement in an equitable and reasonable
manner, are just and reasonable, and should be adopted by the Commission.

6. The Company’s Application requested that the Commission set rates for the
Company according to the operating margin method. The Parties agree that for this proceeding,
KIU’s rates shall be set according to the return on rate base method.

7. The parties agree to ORS’s recommendations regarding rate design.

8. The Parties apree that the proposals and recommendations set forth in this
Settlement Agreement will result in a Rate Design summarized in Attachment B, which sets forth
the allocation of the revenue increase among customer classes according to ORS’s rate design

recommendations,

! The revenue increase and corresponding rates are based on documented rate case expenses as of March 15, 2022,
Accordingly, the revenue increase and corresponding rates are subject to increase based on rate case expenses updated
through the completion of the hearing. The Parties are permitted to provide supplemental evidence of rate case
expenses incurved through the hearing and to provide comresponding updated rates through proposed orders.
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9. In its Rebuttal Testimony, the Company recommended an ROE of 9.35%. This
Settlement Agreement provides for an ROE of 8.69%. With this Settlement Agreement, a
residential water customer using 11,000 gallons per month would see a monthly increase of
approximately $5.83, while sewer customers will not see any change to their rates; whereas based
on the Company’s Application, a residential water customer using 1 1,000 gallons per month would
see a monthly increase of approximately $8.31, and a residential sewer customer using $11,000
gallons of water would see an increase of approximately $3.49,

Other Adjustments

10.  The Application requested additional incremental pipeline costs related to the
construction of a secondary water line (“Secondary Pipeline Project”) in the amount of $2.4M.
The parties agree to establish a regulatory asset with a value of $1,800,000 corresponding to the
allowable incremental Secondary Pipeline Project costs arising from the unforeseen failure of the
first drill attempt and KIU’s efforts to induce its contractor to undertake the second drill, which
was successful and ultimately resulted in the Secondary Pipeline Project being placed into service
for the benefit of KIU’s customers (Attachment A, Adjustment 3B). The amortization petiod of
the regulatory asset is 30 years, and the regulatory asset will not be placed in rate base and will not
eam a return or accrue carrying costs. KIU agrees that it will not be eligible in any future
proceeding to seek recovery of any additional incremental costs relating to or arising out of the
construction of the Secondary Pipeline, including but not limited to any litigation related to or
arising out of the Secondary Pipeline Project.

1. The Parties agree to KIU’s methodology in calculating its Cash Working Capital
adjustment, which is inclusive of purchased water and bad debt (Attachment A, Adjustment 19).

The Company shall conduct a Lead-Lag study and file it with the Commission with the Company’s
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application in its next rate proceeding in order to inform the determination of the Company’s cash
working capital. ORS supports such study, and KIU may request recovery of the costs associated
with the study in K1U’s next rate case. ORS retains the right to review and make recommendations
related to KIU’s requests for cost recovery related to the Lead-Lag study in future base rate
proceedings

12. The Parties agree to an adjustment to remove from KIU’s allowable share of
overhead expenses 50% of the salary, benefits, and taxes for SouthWest Water Company’s
(“SWWC™) two highest compensated executives (Attachment A, Adjustment 2G). The Parties
agree this adjustment is non-precedential.

13, The Parties agree to an adjustment to include in KIU’s allowable share of overhead
expenses 25% of the expenses related to the SWWC Corporate Development Team (Attachment
A, Adjustment 2G). The Parties agree this adjustment is non-precedential. ORS reserves its right
to examine and challenge the appropriateness of corporate development, merger transaction, and
merger transition costs in any future proceedings.

14.  The Parties agree to an adjustment to include for recavery the amount of rate case
expenses incurred by KIU through the hearing and that these expenses are to be amortized over
two (2) years (Attachment A, Adjustment 2H).

I15.  The Parties agree to use KIU’s Test Year revenues of $39,551 for Account 440080
— Fire Hydrant Service (Attachment A, Adjustment 1C).

16.  The Parties agree to adjustments to gross receipts tax, licensing fees, income taxes,
customer growth, cash working capital, and interest expense to reflect the terms above and a return
on equity of 8.69%.

Other Terms
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17.  KIU will file its next rate case under rate of return methodology and include rate of
return information in the application

18.  KIU shall not file for a general rate case before eighteen (18) months from the date
the final order is issued in this proceeding, such that new rates will not be effective prior to twenty-
four (24) months from the date the ﬁrgal order is issued in this proceeding, except where necessary
due to unforeseen extraordinary economic or financial conditions which may include, but not be
limited to, changes in tax rates. Additionally, this term does not apply to filings related to pass
through charges of purchased water.

19.  The Company shall submit future Annual Reports for water and sewer in
accordance with the Commission’s instructions.

20.  The Company shall maintain its accounting books and records in accordance with
the National Association of Regulatory Utility Commissioners Uniform System of Accounts.

21.  KIU shall maintain performance bonds cutrently on file with the Commission in
the amounts of $350,000 for sewer operations and $350,000 for water operations in compliance
with 8.C. Code Ann. § 58-5-720.

22.  The Company shall conduct a Shared Service Study using a third-party consultant
to evaluate the contract or shared services provided to KIU from SWWC, SWWC affiliates, and
the Corporate Shared Services business unit. The time period for the Shared Service Study shall
be the test year of KIU's next rate case, The objective of the Shared Service Study shall be to
determine if the charges incurred by KIU during that test year are reasonable and necessary. ORS
supports such study, and KIU may request recovery of the costs associated with the study in KIU’s

next rate case. ORS retains the right to review and make recommendations related to KIU's
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requests for-cost recovery related to the Shared Service Study in future base rate proceedings. At

a minimum, the Shared Service Study shall answer the following questions:

23.

a. Were the shared services provided by SWWC, SWWC affiliates and the Corporate

Shared Services business unit reasonable?

. Was KIU charged the lower of cost or market value for the managerial and

professional services provided by SWWC, SWWC affiliates and the Corporate

Shared Services business unit?

. Did the shared services provided by SWWC, SWWC affiliates and the Corporate

Shared Services business unit result in duplication of effort, labor or cost?

. Are the services KIU receives from SWWC, SWWC affiliates and the Corporate

Shared Services business unit necessary?

. What are the quantifiable benefits from the services KIU receives from SWWC,

SWWC affiliates and the Corporate Shared Services business unit and how do they
compare to the cost?
Do the shared services provided by SWWC, SWWC affiliates and the Corporate

Shared Services business unit to KIU enhance KIU’s operational efficiency?

. What recommendations for improvement should be considered?

All parties agree to forgive outstanding discovery or data requests and issue no

additional requests, except to the extent necessary to update rate case expenses.

24,

C. REMAINING SETTLEMENT TERMS AND CONDITIONS

The Parties agree that this Settlement Agreement is reasonable, is in the public

interest, and is in accordance with law and regulatory policy. This Settlement Agreement in no

Wway constitutes a waiver or acceptance of the position of any Party in any future proceeding. This
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Settlement Agreement does not establish any precedent with respect to the issues resolved herein
and in no way precludes any Party herein from advocating an alternative position in any future
proceeding.

25.  ORS is charged with the duty to represent the public interest of South Carolina
pursuant to S.C, Code § 58-4-10(B), which reads in part:

. .. ‘public interest’ means the concerns of tlie using and consuming

public with respect to public utility services, regardless of the class

of customer and preservation of continued investment in and

maintenance of utility facilities so as to provide reliable and high

quality utility services.
ORS believes this Settlement Agreement reached among the Parties is in the public interest as
defined above,

26.  The Parties agree that this Settlement Agreement must be read and construed as a
whole and to cooperate in good faith with one another in recommending to the Commission that
this Settiement Agreement be accepted and approved by the Commission in its entirety as a fair,
reasonable and full resolution of the issues described herein. The Parties agree to use reasonable
efforts before any reviewing court in the event of appeal to defend and support any Commission
order issued approving this Settlement Agreement and the terms and conditions contained herein;
however, ORS shall not utilize social media to defend a Commission order.

27.  The Parties offer this Settlement Agreement to the Commission in its entirety as a
comprehensive settlement which is the product of extensive negotiations between the parties. The
Parties ask the Commission to approve this Seftlement Agreement in its entirety without exception,
modification, or additional provisions.

28,  The Parties on behalf of themselves and their agents (including but not limited to

their attorneys, hired consultants, and any independent contractors) agree that they have entered
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into this Settlement Agreement freely and voluntarily and that none of them have been pressured
or unduly encouraged to enter into this Settlement Agreement. All Parties agree they have had full
and adequate opportunity to consult with their counsel regarding this Settlement Agreement and
have fully availed themselves of this opportunity.

29.  The Parties agree that signing this Settlement Agreement (g) will not constrain,
inhibit, impair, or prejudice their arguments or positions held in future or collateral proceedings;
(b) will not constitute a precedent or evidence of acceptable practice in future proceedings; and (c)
will not [imit the relief, rates, recovery, or rates of return that any Party may seek or advocate for
in any future proceeding. If the Commission declines to approve this Settlement Agreement in its
entirety and without modification, then any Party may withdraw from the Settlement Agreement
without penalty or further obligation.

30.  This Settlement Agreement shall be interpreted according to South Carolina law.

31.  This Settlement Agreement contains the final and complete agreement of the
Parties. There are no other terms or conditions to which the Parties have agreed,

32.  The Parties represent that the terms of this Settlement Agreement are based upon
full and accurate information known as of the date this Settlement Agreement is executed. If, after
execution, but prior to a Commission decision on the merits of this proceeding, a Party is made
aware of information that conflicts, nullifies, or is otherwise materially different than that
information upon which this Settlement Agreement is based, that Party may withdraw from the
Settlement Agreement with written notice to every other Party.

33.  This Settlement Agreement shall bind and inure to the benefit of each of the
signatories hereto and their representatives, predecessors, successors, assigns, agents,

shareholders, officers, directors (in their individual and representative capacities), subsidiaries,
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affiliates, parent corporations, if any, joint ventures, heirs, executors, administrators, trustees, and
attorneys.

34.  The above terms and conditions fully represent the agreement of the Parties hereto.
Therefore, each Party acknowledges its consent and agreement to this Settlement Agreement, by
affixing its signature or by authorizing its counsel to affix his or her signature to this document
where indicated below. Counsel’s signature represents his or her representation that his or her
client has authorized the execution of the Settlement Agreement. Facsimile sighatures and e-mail
signatures shall be as effective as original signatures to bind any Party. This document may be
signed in counterparts, with the various signature pages combined with the body of the document

constituting an original and provable copy of this Settlement Agreement.
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Representing the South Carolina Office of Regulatory Staff

DDV\ML&W

Alexander W. Knowles, Esquire
Danna L. Rhaney, Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, South Carolina 29201
Phone: 803-737-0889
803-737-0609

Email:  aknowles@ors.sc.gov
drhaney@ors.sc.pov
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Representing 1 Island Utility, Ine.

Scott Elliott, Esquire

Elliott & Elliott, P.A.

1508 Lady Street

Columbia, South Carolina 29201
Phone: 803-771-0555

Email: selliott@elliottlaw.us

Charles L.A. Terreni, Esquire
Terreni Law Firm, LLC
1508 Lady Street

Columbia, SC 29201

Phone: 803-771-7228

Email: charles.tetreni@terrenilaw.com

Vincent Sheheen, Esquire

Savage, Royall & Sheheen, L.L.P.
I 11 Church Strect

Camden, SC 29020

Email: ysheheen@thesavagefirm.com
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Representing the Town of Kiawah Island

q. /&

JohifJ. Pnngle) Jr

Adams and Reese LLP

1501 Main Street, 5% Floor
Columbia, SC 29201

Phone: 803-343-1270

Email: Jack.Pringle@arlaw.com
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—
Kiawah Island Utility, Inc. 3
Docket No. 2021-324-WS b4
Operating Experience, Rate Base and Rate of Return o
For the Test Year Ended December 31, 2020 P4
Combined Operations :
m @ ® @ ® =
After After
Accounting & Accounting &  Settlement Settlement O
Per Pro Forma Pro Forma Proposed Proposed '
Description Application Adjustments Adjustments Adjustment Adjustment 8
s $ $ $ $ N
Operating Revenues: ™
Utility Operating Revenues 9,477,169 140,147 (1) 9,617,316 555,000 (1) 10,172,316 §
T
Total Opcrating Revenues 9,477,169 140,147 9,617,316 555,000 10,172,316 g
N
Operating Expenges: ®
Operating Bxpenses 6,888,756 (620,388) (2) 6,268,368 0 6,268,368 t
Depreciation and Amortization Expenses 851,478 203,607 (3) 1,055,085 0 1,055,085 o»
Amortization of Utility Plant Acquisition - Water Rights 43,256 (22,294) @) 20,962 0 20,962 g
Arvortization Expense - Other 0 73,383 (5) 73,383 0 7338 <
Utility Regulatory Assessment Fees 0 68,166 (6) 68,166 3,934 (22) 72,100 1
Property Taxes 487,467 81,655 (7 565,122 [} 569,122 OO
Payroll Taxes 69,389 7,907 (8) 77,296 ¢ 7296 Q
Other Taxes and Licenses 162,256 (51,845) (9 110,411 1,665 (23) 112,076 ¢y
Federal Income Taxes (490,598) 662,013 (10) 171,415 109,606 (24) 281,021 ()
State Income Taxes (102,585) 145,546 (11) 42,961 27,470 (25) 70,431
Deferred Federal Income Taxes 500,510 (500,510) (12) 0 0 0 O
Deferred State Income Taxes 94,322 (94,322) (13) 0 0 0 8
X
Total Operating Expenses 8,504,251 (47,082) 8,457,169 142,675 8,599,844 :%:
et Utility Operating Income (108 972,918 187,229 1,160,147 412,325 1,572,472 B
o
Other Operating Income -
Gains (Losses) from Disposition of Utility Property (44,841) 44,841 (14) 0 0 0 ;@
Add: Customer Growth 0 0 0 21,649 (26) 21,649 P
Add: Amontization of Excess Accumulated Deferved Income Tax 0 0 0 35,168 (27N 35168 S
wn
Net Income (Loss) for Retura 928,077 232,070 1,160,147 469,142 1,629,289
T
QO
«Q
Origiusl Cost Rate Bage: Combined )
Gross Plant in Scrvice 55,097,995 1,839,517 (15) 56,937,512 0 56,937,512 a
Accumulated Depreciation (22,922,939) (1,391,186) (16) (24,314,175) 0 __(24,314,175) o
Net Plant i Service 32,175,006 448,331 32,623,337 0 32,623,337 =
Contributions in Aid of Construction (CIAC) (17,368,022) 0 {17,368,022) 0 (17,368,022) R
Accumulated Amortization of CIAC 8,697,105 385,259 (17) 9,082,364 0 9,082,364
Accumulated Deferred Income Taxes (992,271) 119,705 (18) (872,566) 0 (872,566)
Excess Deferred Income Taxes (EDIT) (672,744) 0 (672,744) 0 (672,744)
Materials and Supplies 416,741 0 416,741 0 416,741
Prepayments 95,590 0 95,590 0 95,590
Cash Working Capital 861,095 (77.549) (19) 783,546 0 783,546
Total Rate Base 23,212,500 875,746 24,088,246 0 24!088!246
Return on Rate Base 4.00% 4.82% 6.76%
Operating Marpin 0.31% 6.71% 10.95%
Interest Expenge 898,913 (383,613) (20) 515,300 0 515,300
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Kiawah Island Utility, Inc.
Docket No. 2021-324-WS

Operating Experience, Rate Base and Rate of Return
For the Test Year Ended December 31, 2020

Description

Operating Revenues:
Utility Operating Revenues

Total ng Revenaes
erati nges:

Operating Expenses

Depreciation and Amortization Expenses

Amortization of Utility Plant Acquisition - Water Rights

Amortization Expense - Other

Utility Regulatory Assessment Fees

Property Taxes

Payroll Taxes

Othor Taxes and Licenses

Federal Income Taxes

State Income Taxes

Deferred Federa) Income Taxes

Deferred State Income Taxes

Tatal Operating Expenses
Net Utiifty Operating Income (L oss)

Other Operating Income
Gains (Losses) from Disposition of Utllity Property

Add: Customer Growth
Add: Amortization of Excess Accumulated Deferred Income Tax

ome s) for Return

Oripinal Cost Rate Base: Water
Gross Plant in Service

Accumulated Depreciation

Net Plant in Service

Contributions in Aid of Construction (CIAC)
Accumulated Amortization of CIAC
Acocumulated Deferred Income Taxes
Excess Deferred Income Taxes (EDIT)
Materials and Supplies

Prepayments

Cash Working Capital

Total Rate Bage
Return on Rate Base
Operating Margin

erest Expense

Attachment A

Water Operations
(n ) ) @) €)}
After After
Accounting & Accounting & Settlement Settlement
Per Pro Forma Pro Forma Proposed Proposed
Application Adjustments Adjustments Adjustment Adjustment
$ $ $ $ $
7,308,931 54,782 (1) 7,363,713 555,000 (21) 7,918,713
7,308,931 54,782 7,363,713 555,000 7,918,713
5,396,456 (275,347) (2) 5,121,109 0 5,121,109
579,841 161,337 (3) 741,178 0 741,178
43,256 (22,294) (4) 20,962 0 20,962
0 21,522 (5) 21,522 0 2),522
0 52,193 (6) 52,193 3,934 (22) 56,127
287,924 167,796 () 455,720 0 455,720
40,985 4,671 (8) 45,656 0 45,656
95,837 (20,537) (9) 75,300 1,665 (23) 76,965
(4,589,162) 4,671,891 (10) 82,729 109,606 (24) 192,335
(959,604) 980,338 (11) 20,734 27,470 (25) 48,204
4,681,887 (4,681,887) (12) 0 0 0
882,310 (882,310) (13) 0 0 0
6,459,730 177373 6,637,103 142,675 6,779,778
849,201 (122,591) 726,610 412,325 1,138,935
{45,452) 45452 (14) 0 0 [}
0 0 0 17,305 (26) 17,305
0 0 0 27,818 (27) 27,818
803,749 (77,139) 726,610 457,448 1,184,058
et
33,250,642 1,544,011 Q15) 34,794,653 0 34,794,653
(11,555,949) (774,322) (16) (12,330,271) 0 (12,330,271)
21,604,693 769,689 22,464,382 0 22,464,382
(5,860,751) 0 (5.860,751) 0 (5,860,751)
2,757,281 130,008 (17) 2,887,289 0 2,887,289
(784,865) 94,684 (18) (690,181) 0 (690,181)
(532,126) 0 (532,126) 0 (532,126)
416,741 0 416,741 0 416,741
92,362 0 92,362 0 92,362
674,557 (34,418) (19) 640,139 0 640,139
18,45 7!892 959,963 19,417,855 0 19,417,858
4.35% 3.74% 6.10%
3.73% 423% 9.71%
530,947 (115,557) (20) 415,390 0 415,390
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Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Operating Experience, Rate Base and Rate of Return
For the Test Year Ended December 31, 2020
Sewer Operations
™ () ) @ ©
After After
Accounting & Accounting & Settlement Settlement
Per Pro Forma Pro Forma Proposed Proposed
Description Application Adjustments Adjustments Adjustment Adjusiment
s 3 ] s $
Operating Revenues:

Utility Operating Revenues 2,168,238 85,365 (1) 2,253,603 0 (21) 2,253,603
Total Operating Revenues 2,168,238 85,365 2,253,603 0 2,253,603
Operating Expepges:

Operating Expenses 1,492,300 (345,041) (2) 1,147,259 0 1,147,259

Depreciation and Amortization Expenses 271,637 42,270 (3) 313,907 0 313,907

Amortization of Utility Plant Acquisition Adjustments 0 0@ 0 0 0

Amortization Expense - Other 0 51,861 (5) 51,861 0 51,861

Utility Regulatory Assessment Fees 0 15973 (6) 15973 0 22) 15,973

Property Taxcs 199,543 (86,141) (D 113,402 0 113,402

Payroll Taxes 28,404 3,236 (8) 31,640 0 31,640

Other Taxes and Licenses 66,419 (31,308) (9) 35111 0 (23) 35,111

Federal Income Taxes 4,098,564 (4,009,878) (10) 88,686 0 (29) 88,686

State Income Taxes 857,019 (834,792) (11) 22,227 0 (25 22,227

Deferred Federal Income Taxes 4,181,377 4,181,377 (12) 0 0 1]

Deferved State Income Taxes (787,988) 787,988 (13) 0 0 0
Total Operating Expenses 2,044,521 (224,455) 1,820,066 0 1,820,066
Net Utitity Operating Income (L.oss) 123,717 309,820 433,537 0 433,537
Other Operating Income

Gains (Losses) from Disposition of Utility Property 611 (611) (14) 0 [} (1]

Add: Customer Growth 0 1] 0 4,344 (26) 4,344

Add: Amortization of Excess Accumulated Deferred Income Tax 0 [1] 0 7350 Q@27 7,350
Net Income (J.oss) for Return 1243 309,209 433,537 11,694 445,231

————— ——
Gross Plant in Service 21,847,353 295,506 (15) 22,142,859 0 22,142,859
Accumulated Depreciation (11,367,040) (616,864) (16) (11,983,904) 0 11,983,904)
Net Plant in Service 10,480,313 (321,358) 10,158,955 1] 10,158,955
Contributions in Aid of Construction (CIAC) (11,507,271) 0 (11,507,271) 0 (11,507,271)
Accumulated Amortization of CIAC 5,939,824 255,251 (17) 6,195,075 /] 6,195,075
Accumulated Deferved Income Taxes (207,406) 25,021 (18) (182,385) [H (182,385)
Excess Deferred Income Taxes (EDIT) (140,618) 0 (140,618) 0 (140,618)
Materials and Supplies 0 0 0 0 0
Prepayments 3,228 0 3,228 [\] 3,228
Cash Working Capital 186,538 (43,131) (19) 143,407 0 143,407
Total Rate 4,754 608 (_84,211! 4,670,391 0 4,670,391
Return on Rate Bage 2.61% 9.28% 9.53%
"} = — ]} 3
Operating Margia -11.24% 14.80% 1532%
Interest Expense 367,966 5268.052 20) 99,910 0 99,910
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Kiawah Island Utility, Iuc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
Forthe Test Year Ended December 31, 2020
KIU Seitlement $ $ $
Adj. #Ad]. # Combined Water Sewer
Description Operations Operations Operations
Accou and Pro forma Adjustments
(1)) Utility Operating Reveoues
) (A) To adjust revenue based the number of customers as of September 2021
at current tariffed rates.
Per Settlement 259,647 130,532 129,115
Per KIU 259,647 130,532 129,115
@ (B) Toremove tap-in revenue,
Per Settlement (119,500) (75.750) (43,750)
Per KIU (119,500) (75,750) (43,750)
(C) Tonormalize fire hydrant rental revenues.
Per Settlement 0 0 0
Per KIU 0 0 0
()] Total Utility Operating Revenues Adjustment
Total Per Settlement 140,147 54,782 85,365
Per KIU 140,147 54,782 85,365
? Operating Expenses
3) (A) To annualize payroll related expeases to reflect known and measurable
increases in effect for 2022 based on payroll information. Allocated
between water and sewer - $9.07% and 40.93%.
Per Settlement 121,384 71,702 49,682
Per KIU 94,492 55,816 38,676
4 (B) To increase purchased water costs to reflect increased costs charged by
St. John's Water Company.
Per Settiement 238,229 238,229 0
Per KIU 238,229 238,229 0
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Setttement $ $ $
Adf. #Adi. # Combined Water Sewer
Description Operations Opcerations Operations
(5) (C) To increase purchased power for Santee Cooper settlement,
Per Settlement 27,682 16,352 11,330
Per KIU 27,682 16,352 11,330
©) (®) To remove tap-in expenses.
Per Settlement (119,500) (75,750) (43,750)
Per KIU {119,500) (75,750) (43,750)
()] (E) To adjust accounting costs for known audit costs. Allocated between
water and sewer ~ 59.07% and 40.93%.
Per Settlement 339 200 139
Per KIU 339 200 139
8) (F) To remove nonrecurring legal fees. Allocated between water and sewer -
59.07% and 40.93%.
Per Settlement (313,423) (185,139) {128,284)
Per KIU (313,423) (185,139) (128,284)
()] (G) To adjust for SWWC management fees to reflect the 3-factor overhead
allocation. Allocated between water and sewer - 59.07% and 40.93%.
Per Settlement (517,522) (305,700) (211,822)
Per KIU (436,606) (257,903) (178,703)
(10) (H) To amortize rate case expenses over two years. Allocated between water
and sewer - 59.07% and 40.93%.
Per Settlement 41517 (28.068) (19,449)
Per KIU 47517 (28.062) (19,455)
(11) (M To remove nonatlowable expenses.
Per Settlement (10,060) (7,173) (2,887)
Per KIU (3,006) (3.006) 0
@) Total Operating Expenses Adjustment
Total Per Settlement (620,388) (275,347) (345,041)
Total Per KIU (559,310) (239,263) (320,047)
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Seftlement $ 3 $
Adj. §Ad]. # Combined Water Sewer
Description Operations Operations Operations
12) @ Depreciation & Amortization Expenses
(A) To adjust depreciation and amortization for 2021 calculated
depreciation, pro forma aseets placed in service in 2021, and allocated
corporate overhead depreciation.
Per Settlement 143,607 101,337 42,270
Per KIU 236,788 158,130 78,658
(B) To adjust amortization expense for secondary water line incremental
pipeline costs regulatory asset of $1,800,000 over 30 years.
Per Seitlement 60,000 60,000 0
Per KIU 0 0 0
3) Total Depreciation & Amortization Expense Adjustment
Total Per Settlement 203,607 161,337 42,270
Total Per KIU 236,788 158,130 78,658
(13) @ Amortization of Utility Plant Acquisition - Water Rights
To adjust for fully amortized impact agreement.
Per Settlement (22,294) (22,294) 0
Per KIU (22,294) (22,294) 0
(14 &) Amaortization Expense - Other
To amortize known and measurable maintenance costs incurred for
sludge removal, tank painting, and Covid-19 personal protective
equipment.
Per Settlement 73,383 21,522 51,861
Per KIU 73,383 21,522 51,861
6) tility Regulatory Assessme; 5
s) (A) To reclass test year gross receipts tax recorded in other taxes and
licenses. Allocated between water and sewer - 59.07% and 40.93%.
Per Settlement 54,372 32,118 22,254
Per KITU 51,748 30,563 21,180
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adj.#Ad). # Combined Water Sewer
Description Operations Operations Operations
(16) (B) To adjust gross receipts tax after the accounting and pro forma
adjustments using a factor of .708793%.
Per Settlement 13,794 20,075 6,281)
Per KIU @ (6] 3)
©) Total Utility Regulatory Assessment Fees Adjustment
Total Per Settlement 68,166 52,193 15,973
Total Per KIU 51,740 30,563 21,177
amn o Property Tax
To adjust property taxes for expected increase.
Per Settlerent 81,655 167,796 (86,141)
Per KIU 146,926 86,789 60,137
(18) (8) Payroll Taxes
To increase payroll tax for payroll increase. Allocated between water
and sewer - 59.07% and 40.93%.
Per Settlerent 7,907 4,671 3,236
Per KIU 3,559 3,284 2,275
® Other Taxes and Licenses
(19) (A) To remove gross receipts tax recorded in other taxes and licenses.
Allocated between water and sewer - 59.07% and 40,93%,
Per Settlement (54,372) (32,118) (22,254)
Per KIU (51,748) (30,568) (21,180)
(20) (B) To adjust corporate license fee for proforma fair market value (.001) and
revenue changes (.003).
Per Settlement 2,527 11,581 (9,054)
Per KIU 4,649 2,746 1,903
® Total Other Taxes and Licenses Adjustment
Total Per Settlement (51,845) (20,537) (31,308)

Total Per KIU Page7of 16 (47,009) (27822) (19.277)
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Attachment A
Kiawah Island Utility, Inc.
Daocket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adj. #Ad]. ¥ Combined Water Sewer
Description Operations Operations Operations
@n o) Federal Income Taxes
To adjust federal income taxes on pro forma income at 21%.
Per Settlement 662,013 4,671,891 (4,009,878)
Pes KIU 621,309 4,702,794 (4,081,485)
@1 @an State Income Taxes
To adjust state income taxes on pro forma income at §%.
Per Settlement 145,546 980,338 (834,792)
Per KU 135,344 988,083 (852,739)
(22) (12) efe eral Income Taxes
To remove deferred federal income tax expense.
Per Settlement (500,510) {4,681,887) 4,181,377
Per KIU (500,510) (4,681,887) 4,181,377
22) 13) Deferrved State Income Taxes
To remove deferred state income tax expense.
Per Settlement (94,322) (882,310) 787,988
Per KIU (94,322) (882,310) 787,988
23} a9 Other Operating Income
To reverse gains / lasses on disposition of property.
Per Settlement 44,841 45,452 (611)
Total Per KIU 44,841 45,452 {611)
as) Grogs Plant In Service
To adjust gross plant in service as of 12/31/21.
Per Settlement 1,339,517 1,544,011 295,506

— Page8of 16 4,200,881 3,828,264 372,617
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Attachment A
Kiawah Island Utility, Inc.
Docket No, 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Seftlement $ $ $
Adj. §Adj. # Combined Water Sewer
Description Operations Operations Operations
@6) Accumulated Depreciation
To adjust accumulated depreciation as of 12/31/21.
Per Settleraent (1,391,186) (774,322) (616,364)
Per KIU (1,023,987 (660,696) (363,291)
an Accumulated Amortization of CIAC
To adjust acoumulated amortization of contributions in aid of
construction as of 12/31/21.
Per Settlement 385,259 130,008 255,251
Per KIU 385,259 130,008 255,251
(18) Accumulated Deferred Income Taxes
To adjust accumulated deferred income taxes.
Per Settlement 119,705 94,684 25,021
Per KIU 119,705 94,684 25,021
a9 Cash Working Capital
To adjust cash working capital afier accounting and pro forma
adjustments,
Per Settlement (77,549) (34,418) (43,131)
Per KIU (69.914) (29,908) (40,006)
@24 Q@) Interest Expense
To synchronize interest expense with the portion of rate base financed by
debt.
Per Seitlement (383,613) (115,557) (268,056)
Per KIU (325,084) (192,027) (133,057)
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Attachment A
Kiawah Island Utility, Inec.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Scttlement $ $ $
di. §Adj. # Combined Water Sewer
Description Operations Operations Operations
Settlement Proposed Adjustment
25) 1) Utility Operating Revenunes
To adjust revenues to reflect the settlemet rates.
Per Settlement 555,000 555,000 [1]
Per KIU 1,355,996 1,101,606 254,390
(26) (22) Utility Repulatory Assessment Fees
To increase gross receipts after settlement adjustment using a factor of
.708793%.
Per Settlement 3,934 3,934 ]
Per KIU 9,611 7,808 1,803
27 @3) Other Taxes and Licenses
To increase the corporate license fee after settlement adjustment,
Per Settlement 1,665 1,665 0
Per KIU 4,068 3,305 763
@8 @9 Federal Income Taxes
To adjust federal income taxes after settlement adjustment using a 21%
tax rate.
Per Settlement 109,606 109,606 0
Per KIU 267,792 217,553 50,239
28) (25) State Income Taxes
To adjust state income taxes after settlement adjustment using a 5% tax
rate.
Per Scttlement 27,470 27,470 0
Per KIU 67,116 54,525 12,591
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Ad]. #Adj. Combined Water Sewer
Description Operations Operations Operations
(29) (26) Customer Growth
To adjust for customer growth based on the total operating income after
settlement adjustment. The customer growth factors are 1.5194% for
water and 1.0015% for sewer.
Per Settlement 21,649 17,305 4,344
P KIU 28,971 ' 24,080 4,891
GH 20 Amortization o mulated Deferred Income Tax
To adjust for the annnal amortization of excess accumulated deferred
income taxes due to the Tax Cuts and Jobs Act.
Per Settlement 35,168 27,818 7,350
Per KIU 35168 27.817 7,351
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Phantjn Service

Lsnd and Land Rights
Stuctures & Improvements
Wells

Water Treatment

Collections Sewers - Gravity
Collections Sewers - Force
Pumping Equipment
Aquifer Storage & R
Mains

Meter & Meter Installation

Fire Hydrants

Other Plant & Misceitaneous Equipment
Office Fumiture & Equipment
Transportation BEquipment

Tools, Shop, and Garage

Equipment - Moter

Communication Equipment
Misceflaneous Equipment

Impact Pees (Water Rights)

Grass Plant in Service - KIU

y (ASR) Equip

SWWC - Piant In Service Allocation
Tota] Gross Plant n Service

Cootributlons in Atd of Construction (CIAC)

Depreclation Expenge

Land and Land Rights

Structures & kmprovements

Wells

‘Water Treatment

Collections Scwers - Gravity
Collections Sewers - Force

Pumping Equipment

Aquifer Storage & Recovery (ASR) Equipment
Mains

Meter & Meter Installation

Fire Hydrants

Other Plant & Miscellaneous Equipment
Office Fumiture & Equipmeant
Transportation Equipment

Tools, Shop, and Garage

Equipment - Mster

Communication Bquipment
Misaellneous Bquipment

Tots) Depreciation Expease - KIU
SWWC - Depreciation Expense Allocation

Tatal Depreciation Expense
CIAC Amortization Expense

Depreciation & Armortization Expense

Depreciation & Amottization Expense - Per Books

Depreciation & Amorttzation Expense Adjustment #3A

Klawah Iskand Utility, Ioc.
Docket No. 2021-324-WS

For the Test Year Eonded December 31, 2020

Computation of Depreciation & Amortization Expense

Cambined Annt Water
Operations Class Operatiens
s H
5,268,252 303.2 3,468,252
16,113,909 3042 12,717,812
171,381 307.2 171,381
49,679 WA 0
13,649,037 WA 0
2,141,766 N/A 0
1,449,612 3.2 1,117,843
1,340,815 3304 1,240,815
10,459,792 3314 10,459,792
1,718,873 3344 1,718,873
284,840 3354 284,840
1,042,889 3394 912,292
297,538 340.5 130,305
595,602 ML 294,151
20,994 3415 10,497
1,050 N/A 0
2278 346.5 1,139
9,596 3475 4,798
1,921,989 302.1 1,921,989
56,539,892 34,559,779
397,620 N/A 234,874
36,937,512 34,794,653
(17,368,022) 3314.C (5.860,751)
0 303.2 1]
357,293 304.2 268,399
9272 3072 9,272
1,7 N/A a
307,981 N/A 0
52,729 N/A ]
73,526 32 46,172
31,795 3304 31,795
242,568 3314 242,568
58,953 3344 58,953
7301 3354 2301
62,724 3394 55,196
17,508 3405 4,758
61,118 3415 30,559
1,400 343.5 T00
210 N/A [
456 3465 228
960 347.5 480
1,287,565 756,381
92,279 54,805
1,380,344 811,186
(385,259) 3314C (130,008)
995,085 681,178
851478 379,841
l43'607 101,332

Page 12 of 16

Attachment A
Asset Sewer
Clags erafiass
$
3536 1,800,000
3544 3,396,097
N/A 0
3554 49,679
360.2 13,649,037
361.2 2,141,766
3713 331,769
N/A 0
N/A 0
N/A 0
N/A 0
3894 125,597
390.7 167,233
3917 301,451
393.7 10,497
394.7 1,050
396.7 1,139
397.7 4,798
NA 0
21,980,113
N/A 162,746
22,142,859
360.2.C (11,507,271)
3536 1]
354.4 88,894
N/A o
3554 1.m
360.2 307,981
361.2 52,729
3713 27,354
N/A [}]
N/A ]
N/A Q
N/A 0
3894 7.528
3%0.7 12,750
391.7 30,559
393.7 700
394.7 210
396.7 228
3972 480
531,184
37,974
569,158
360.2.C (235.251)
313,907

271,637

42,270
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Accomylated Depreciation

Land and Lang Rights

Structures & Improvements

Wells

‘Water Teeatment

Collections Sewers - Gravity

Coflections Sewers - Force

Pumping Bquipment

Aquifer Storege & Recovery (ASR) Equipment
Mains

Meter & Meter Installation

Fire Hydrsnts

Other Plant & Misceflanecus Equipment
Office Fumiture & Bquipment
Transportstion Equipment

Tools, Shop, and Garage

Equipment - Mster

Communication Equipment
Miscellaneous Equipment

Impact Fees (Water Rights)

Total Accumutated Depreciation - KIU

SWWC - Accumulsted Deprecistion Allocation

A 10004 TY
{4

Accumulated Amortizstion of CIAC

Kiavwah island Utility, Inc.
Docket No, 2021-324-WS

Computatiom of Depreciation & Amortization Expense
For the Test Year Ended December 31, 2020

Combined

___Operations
5

Asset Water

0
(5,496,954)
(36,553)
(43,038)
(7,653,315)
{1,438,240)
(903,918)
(520,250)
(4,686,985)
(62,573)
(194,139)
(691,661}
(253,600)
(381,059)
(2,256)
(210)
(798)
(1304)
1,711,451
(24,098,344)

(215.831)
17.4'314'172!

9,082,364

Page 13 of 16

Class QOperations
3

3032 0
304.2 (3,262,294)
307.2 (36,553)
N/A 0
NA 0
N/A 0
2 (789,899)
3304 (520,250)
1314 (4,686,985)
3344 (62,573)
33854 (194,139)
3394 (631,251)
340.5 (118,326)
3415 (186,880)
1435 (1,128)
N/A .
346. (359)
475 (652)
302.1 (1.711,451)
(12,202,780)
N/A (127,491 z
(12330271)
331.4.C 2,887,289

Attachment A
Asset Sewer
Class Operations
353.6 0
3544 (2,234,700)
N/A -
3554 (43,038)
360.2 {7.653,315)
3612 (1,458,240)
nas (114,019)
NA 0
N/A [}
NA 0
N/A 0
3894 (60,410)
390.7 (135,.274)
91.7 (194,179)
3937 (1,128)
394.7 (210)
396.7 (399)
97 (652)
N/A 0

(11,895,564)
NA @80

(] 1.983.904!

3602.C 6,195,075
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Attachment A
Klawah Island Utility, fnc.
Docket No. 2021-324-WS
Computation of Jecame Taxes
For the Test Year Eoded December 31, 2020
After Accountiog & Pro Forma Adjustmeats
s s H

Comblined Water Sewer

Operations Operations Operations
Operating Revenues 9,617,316 7,363,713 2,253,603
Operating Expenses 8,242,793 6,533,640 1,709,153
Net Operating Income Before Taxes 1,374,523 810,073 544,450
Less: Arnaualized Interest Expense 515,300 415,390 99,910
Taxsble Income - State 859,223 414,683 444,540
State Income Tax % 5.0% 5.0% 5.0%
Statc Income Taxes 42,961 20,734 22,227
Less: Statc Income Taxes Per Books 102,585 (959,604) 857,019
State Income Tax Adjustraent - Accounting and Pro Forma Adjustmeat #11 145,546 980,338 (834,792)
Taxable [ncome - Federal (Taxable Income - State less Siate Income Taxes) 816,262 393,949 422,313
Fedorel ncome Taxes % 21.0% 21.6% 21.0%
Federel Incoms Taxes 171,415 82,729 88,686
Less: Federsl Income Taxes Per Books (490,598) (4,589,162) 4,098,564
Federal 1 Tax Adfustment - A ting and Pro Forma Adjustment #10 662,013 4,671,891 (4,009,878)

After Settlement Proposed Adjustment
H H s

Combined Water Sewer

Operstions Operationg Operations
Operating Revemes 10,172,316 7,918,713 2,253,603
Operating Expemses 8,248,392 6,539,239 1,709,153
Net Operating Incoms Before Taxes 1,923,924 1,379,474 544,450
Less: Anpuatized Interest Expense 515,300 415,390 99,910
Taxeble [ncoms - State 1,408,624 964,084 444,540
State Income Tax % 5.0% 5.0% 5.0%
Siale Income Taxes 70431 48,204 22,227
Less: Stete Income Taxes After Accounting & Pro Forma Adjustments 42,961 20,734 22227
Stute Income Tax Adjustment - After Proposed Adjustruent §25 27,470 27,470 0
Taxable Income - Federal (Taxablo [ncome - State less State Income Taxes) 1,338,193 915,880 422,313
Federul Income Taxes % 21.0% 21.0% 210%
Federal Income Taxes 281,02} 192,335 88,686
Less: Federal Income Taxes Aler Accounting & Pro Forma Adjustments 171415 82,729 88,686
Federal Income Tax Adjustment -~ After Proposed Adjustment #24 109,606 109,606 1]

Page 14 of 16
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Attachment A
Kiawah Island Utility, Inc.
Cash Workdng Capital Allowance
For the Test Year Ended December 31, 2020
After Accounting & Pro Forma Adjustments
Combined Water Sewer

Operating Expenses 6,268,368 5,121,109 1,147,259
Less: Bad Debt Expense 0 0 0
Less: Purchased Water 0 0 0
Net Operating Expenses 6,268,368 5,121,109 1,147,259
Allowable Rate 12.50% 12.50% 12.50%
Computed Cash Working Capital 783,546 640,139 143,407
Less: Cash Working Capital - Application Per Books 861,095 674,557 186,538
Cash Working Capital Adjustment #19 (77,549) (34,418) (43,131)
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Mawsh Ieend Liehily, tae,
Dackal Ne. 3020-320- WS
‘Welghted Cost of Capiiet
For the Taut Your Ended December 31, 2010
Cambloed Qpecations
o Afler Atcesnting nsd Pre forma Adfertmests After Selttment Propesed Adfusiment
lacemy Tacome Income
Capita} Rate Embeddrd Owerad Por Rate Embudded Overalt Fer Rate Eosbedded Overst For
Degiptes Strwtore Ratle e CotMdum CostMetorn, _ Retww Bus  CodRetvm CosiBetrn _ Refora — Bam  CostMctern CotRgtwrn __ Rrturn
Long-Term Dbt s 19.669.2¢8 4531% S 10865774 45T% 24% s 496566 § 1,275,708 a3 2% s sis300 § 11,275,708 4514 2148 515300
Mesbers Equity 2,351,864 3).19% 1234679 !& 1.56% 411,501 12,812,938 zﬂ 268% M’ 12812538 2.69% A61% LIsey
Touls $ SM 160.00% § ug}a 4& 3 gm $ _x_o&“ 492% 3 l.l&lﬂ s ml}“ 5."“[ $ ‘g’ﬂ’
ion:
Per Application AMAM 804 Pro TM’IIA‘EII Afer Setilionent Im Adfustesent
[ateme Iscemns loteme
Cogltal Rete Embetded Cversll For Rt Zmbedded Overst For Rate Emdedded Overst For
Deseription Strecten Ratle Base gmm Cost/Retrm Rytern | 73 Cort/Reture Ow/Returs Rsterm Wase CosViieturn Cost/Return Return
Lonag-Term Debt s 19,663,338 468K 3 2540039 451% 214% 3 9ea54 S 9089490 431% 2% S 413390 019,693 45T% L14% $ 4153%0
Mambenf Equity 22.350,064 1% 817,753 4.16% 221% 45!” 10928357 3.9 I& 1.39% e 10, ST 7, 1.96% 63668
Totsls $ lé&m I& 3 IMI us: s lgl'lg s ugpns !.7& S T24610 3 I’l‘"l” 610X S L mgu
Semee Opcrntions
Fer AppRention After Accauatleg and Pra Ml“uﬂl Aler Setilement Trepencd AdJusievent
Tacamie Latome Iacome
Cupital Rate Embodded Overall Pr Rate Embedded Oversd) Por Rate Emabedded Orerall For
Descviption Strusteys Ratle Baie urn__ Cort/Retura Retuen Baye CostReturn CostRitarn Relurm Ram CwtReturn Cost/Retrn Retym
Long-Teren Der $ 19669858 4% $ 2223460 43T% 214% s 1w s 2188210 45T% 4% s 99910 § 2,136,210 451% 2% S 9251¢
Marsbers’ Equity 22,351,064 33.19% 2528976 0.87% 047% 21517 19 1. 2.14% N3 2, 181 13.90% 139% 345321
— e T DR OO 3 daain | A% nue%  dear ~esan
Totals 3 lgggn J0000% § 413‘& 241% 8 ﬂﬂu S %’I 323% S, )31 3 éﬂuﬂ Im 3 “Sel
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Attachment B
KIAWAH ISLAND UTILITY, INC.

Settlement - Water Rate Design

~ Setilement Setflement

Billing Current Current  Proposed Proposed Percent
Description Determinants Rate Revenues Rates Revenues Increase  Increase
(a) (b) (c) (d) (e) (n (s) (h)
. Residential
578" Meter 34,836 $36.65 $1,276,739 $36.65 $1,276,739 $0 0.00%
3/4 Meter 5,784 $54.98  $318,004 §5498 $318,004 S0 0.00%
1" Meter 4,140 $91.62  $379,307 §91.62 $379,307 $0 0.00%
1 172" Meter 180 518325 $32,985 §18325  $32,985 30 0.00%
2" Meter 84 $293.21 $24,630 529321  $24,630 50 0.00%
3" Meter - $641.40 $0 $641.40 s0 s0 -
4" Mcter - $1,840.73 $0  $1,840.73 S0 $0 -~
Total Pixed Chearges 32,031,668 $2,031,665 $O 0.00%
Congumption to 11,000 gals/mo. 370,176 $4.83 31,787,950 $5.36 $1,984,143  $196,193 10.97%
Consumption 11,000-50,000 gals/mo. 118,657 §5.37  $637,188 §5.96 $707,196  $70,008 10.99%
Co ion over 50,000 gals/mo 10,780 §$5.71 561,554 $6.33  $68,237 $6,684 10.86%
'Toﬂ:mfmo%mTﬁ"—L J99313 386, A ]
Total Residential $4,518,387 $4,791,242  $272,888 6.04%
Target Revenues $4,789,324  $270,967
Difference 31,918 $1,918
Commereial
5/8" Meter 528 $36.65 $19,351 $36.65 $19,35) - 0.00%
3/4 Meter 180 $54.98 $9,896 $54.98 39,896 - 0.00%
1" Meter 168 $91.62 $15,392 $91.62 $15392 - 0.00%
1 172" Meter 204 $183.25 $37,383 $183.25 $37,383 - 0.00%
2" Meter 192 $293.21 §56,296 $293.21 $56,296 - 0.06%
3" Meter 48 $641,40 $30,787 $641.40 $30,787 - 0.00%
4" Meter 24 S1,840.73  $44,178  $1,840.73 $44,178 - 0.00%
Total Fixed Charges $213,284 $213,284 - 0.00%
Consumption 55,419 $5.71 _ $314,729 35.71  $314,729 - 0.00%
Total Commercial $528,013 $528,013 - 0.00%
t $528,013 $0
Difference §0 $0
Hotels
Per Room 3,060 $14.72 $45,043 $14.72  §45,043 $0 0.00%
Consumption 8.817 $5.71 §50,345 $5.71  $50,345 $0 0.00%
Total Hotels $95,388 $95,388 50 0.00%
Target Revenues $95,388 $0
Difference $0 $0
Irrigation -
5/8" Meter 2,328 $36.65 $85,321 $3665  $85,32) $0 0.00%
3/4 Meter 1,044 $54.98 §57,399 $54.98  $57,399 so 0.00%
1" Meter 1,380 §91.62  $126,436 $91.62 $126,436 S0 0.00%
1 172" Meter 312 $183.25 $57,174 $18325  $57,174 $0 0.00%
2" Meter 300 $293.21 £87,963 $29321  §87,963 §0 0.00%
3" Meter 43 $641.40 $30,787 $641.40  $30,787 $0 0.00%
4" Meter . $1.840.73 $0_ §1,840.73 $0 §0 -
Total Fixed Charges 3445,080 $445,080 50 0.00%
Consumption to 50,000 gals/mo 157,541 §5.37  $845,995 $630 $992,508 $146,513 17.32%
Con ion over 50,000 gals/ino 105,366 $5.71 _ $601,640 $6.70 8705952 104,312 17.34%
Totel %p' i!ﬁ'n'_"“E ST.447,635 ST,69%, X %
Total Irrigation Customers $1,892,718 §2,143,541 $250,825
Tarpet Revenues 144,620 §251,905
Difference (§1,080) _ ($1,080)
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Attachment B
KIAWAH ISLAND UTILITY, INC.
Settlement - Water Rate Design
~Settlement Settlement
Billing Current Current  Proposed Proposed Percent
Description Determinants Rate Revenues Rates Revennes Increase  Increase
(a) (b) (c) (d) (e) () (e) (h)
Golf - Potable
Potable Water 48 $871.45 $41,830 $871.45 $41,830 30 0.00%
Consumption - Potable 25489 $5.71__$145,542 $6.55 $166,953  $21,411 14.71%
Total Golf - Potable $187,372 5208,783  s21,411 11.43%
Target Revenues 208,747  $21,375
Difference $36 $36
Golf - Well Water
Deep Well Water 36 $1,138.80 $40,997 $1,138.80 $40,997 $0 0.00%
Consumption - Well 79,415 $0.30  $23,825 $0.42 $33,354 $9,530 40.00%
Total Golf - Well Water §64,821 $74,351 $9,530 14.70%
Tarpget Revenues $74,681 $9,860
Difference ($330) ($330)
Private Fire
2" Line 252 8.65 32,180 $9.17  $2311 3131 6.01%
3"Line 84 1583  $1,330 $16.78 $1410 $80 6.00%
4" Line 180 2743  $4,937 $29.08 $5,234 $297 6.02%
6" Line 24 54.87 81,317 $58.16 $1,396 79 6.00%
8" Line 12 96.11  §1,153 $101.88 $1,223 369 6.00%
Total Fire Line 510,917 §11,573 8656 6.01%
Target Revenues $11,572 $655
Difference §1 §1
Total Water Sales
TOTAL Water Sales $7,297,584 $7,852,891 $555,307
Target Revenues §7.852,346 $554,762
Difference $545 $54s
Fire Hydrant Service $39,551 $39,551 $0
Late Payment & Return Check Charges $3,131 $3,369 $238
Other Revenue $23,447 $23,447 50
TOTAL REVENUE $7,363,713 $7,919,258 §556,545
TOTAL REVENUE TARGET $7918,713  $555,000
DIFFERENCE $545 $545
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ATTACHMENT B
KIAWAH ISLAND UTILITY, INC,
Settlement - Sewer Rate Design
"~ Settlement Settlement
Billing Current Corrent Proposed Proposed Perceat
Description Determinants Rate Revenues Rates Reventes Increase  Increase
(2) () (s) (d4) (e) (n (8) (bp
Residential
5/8" Meter 34,620 $28.00 $969,360 $28.00 §969,360 $0 0.00%
3/4 Mcter 5,196 $42,00 $218,232 $42.00 $218,232 $0 0.00%
1" Meter 3,876 $69.99 $271,281 $69.99 $271,281 $0 0.00%
1 172" Meter 120 $139.98 $16,798 $139.98 $16,798 $0 0.00%
2" Meter 84 $223.98 $18,814 $223.98 $18,314 $0 0.00%
3" Moter - $489.95 $0 $489.95 50 $0 0.00%
4" Meter - £1,514.79 $0 $1,514.79 $0 $0 0.00%
Consumption to 11,000 gals/mo. 351,605 $0.74 $260,188 $0.74 $260,188 $0 0.00%
Consumption 11,000-50,000 gals/mo. - SO $0.00 $0 $0 0.00%
Consumption over 50,000 pals/mo - $0 $0.00 30 $0 0.00%
Total Residential Customers $1,754,673 $1,754,673 $0 0.00%
Target Revenues $1,754,673
Difference §0
Commerclal
5/8" Meter 276 $28.00 £7,728 $28.00 $7,728 $0 0.00%
3/4 Meter 120 $42.00 $5,040 $42.00 $5,040 $0 0.00%
1" Meter 84 £69.99 $5,879 £69.9¢ $5,879 30 0.00%
1 1/2" Meter 156 $139.98 $21,837 $139.98 $21,837 s0 0.00%
2" Meter 180 $223.98 $40,316 $223.98 $40,316 $0 0.00%
3" Meter 48 $48595 $23,518 $489.95 $23,518 $0 0.00%
4" Mcter 24 $1,514.79 $36,355 $1,514.79 $36,355 30 0.00%
Consumption 28,043 $2.86 $80,203 $2.86 $80,203 30 0.00%
Total Commercial Customers $220,876 $220,876 $0 0.00%
Target Revenues $220,876
Difference $0
Hotels
per Room 3,060 $11.19 $34,241 SILI9 $34.241 $0 0.00%
Consumption 8,817 $2.86 825,217 $2,86 $25,217 $0 0.00%
Total Hotels $59,458 $59,458 $0 0.00%
Target Revenues $59,458
Difference 30
Effluent
Efflucnt Water 36 $4,648.72 $167,354 $4,648.72 §167,354 30 0.00%
Consumption 211,679 $0.20 $42,336 $0.20 $42,336 30 0.00%
Total Golf - Patable $209,690 $209,690 $0 0.00%
Target Revenues $209,690
Difference 50
Total Rate Revenues
TOTAL RATE REVENUES $2,244,697 §2,244,697 S0 0.00%
TOTAL REVENUE TARGET $2.244.697
DIFFERENCE s0
Other Revenue $8,906 $8,906
TOTAL REVENUE $2,253,603 $2,253,603 $0
TOTAL TARGET REVENUE $2,253,603
DIFERENCE S0
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Page 1 of 16 —
Kiawah Island Utility, Inc. g
Docket No. 2021-324-WS 4
Operating Experience, Rate Base and Rate of Return )
For the Test Year Ended December 31, 2020 >
Combined Operations Q
) @ @ ® e =
After After m
Accounting & Accounting & Settlement Settlement O
Per Pro Forma Pro Forma Proposed Proposed '
Description Application Adjustments Adjustments Adjustment Adjustment B
$ ) $ s 3 N
. N
Operating Revenues:
Utility Operating Revenues 9,477,169 140,147 (1) 9,617,316 555,000 (21) 10,172,316 §
N =
0 crating Revenues 9,477,169 140,147 9,617,316 555,000 10,172,316 g
N
Operating Expenses: .
Operating Expenses 6,888,756 (620,388) (2) 6,268,368 0 6,268,368 t
Depreciation and Amortization Expenses 851,478 203,607 (3) 1,055,085 0 1,055,085 O
Amortization of Utility Plant Acquisition - Water Rights 43,256 (22,294) (4) 20,962 0 20,962 4
Amortization Expense - Other 0 73,383 (5) 73,383 0 73383 <
Utility Regulatory Assessment Fees 0 68,166 (6) 68,166 3,934 (22) 72,100
Property Taxes 487,467 81,655 (7) 569,122 0 569,122 (2
Payroll Taxes 69,389 7,907 (8) 77,296 0 77,296 %
Other Taxes and Licenses 162,256 (51,845) (9) 110,411 1,665 (23) 112,076 ¢p
Federal Income Taxes (490,598) 662,013 (10) 171,415 109,606 (24) 281,021 O
State Income Taxes (102,585) 145,546 (11) 42,961 27,470 (25) 70,431 1
Deferred Federal Income Taxes 500,510 (500,510) (12) 0 0 0o O
Deferred State Income Taxes 94,322 (94,322) (13) 0 [1] 0 8
=
Total Operating Expenses 8,504,251 (47,082) 8,457,169 142,675 8,599,844 %
Net Utility Operating Income (Loss) 972,918 187,229 1,160,147 412,325 1,572,472 8
-
Other Operating Income ]
Gains (Losses) fram Disposition of Utility Property (44,841) 44,841 (14) 0 0 0 f{,’
Add: Customer Growth 0 0 0 21,649 (26) 21,649
Add: Amortization of Excess Accumulated Deferred Income Tax 0 0 0 35,168 (27 35,168 E
w
Net Income (Loss) for Retura 928,077 232,070 1,160,147 469,142 1,629,289 ,
0
Q)
Q
Original Cost Rate Base: Combined ®
Gross Plant in Service 55,097,995 1,839,517 (15) 56,937,512 0 56,937,512 =
Accumulated Depreciation (22,922,989)  (1,391,186) (16) (24,314,175) 0 (24,314,175)
Net Plant in Service 32,175,006 448,331 32,623,337 0 32,623,337 =
Contributions in Aid of Construction (CIAC) (17,368,022) 0 (17,368,022) 0 (17,368,022) ‘ﬁ
Accumulated Amortization of CIAC 8,697,105 385,259 (17) 9,082,364 0 9,082,364
Accumulated Deferred Income Taxes (992,271) 119,705 (18) (872,566) 0 (872,566)
Excess Deferred Income Taxes (EDIT) (672,744) 0 (672,744) 0 (672,744)
Materials and Supplies 416,741 0 416,741 0 416,741
Prepayments 95,590 0 95,590 0 95,590
Cash Working Capital 861,095 (77,549) (19) 783,546 0 783,546
Total Rate Base 23,212,500 875,746 24,088,246 0 24,088,246
Return on Rate Base 4.00% 4.82% 6.76%
Operating Margin 0.31% 6.71% 10.95%
Interest Expense 898,913 (383,613) (20) 515,300 0 515,300
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Page 2 of 16
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Operating Experience, Rate Base and Rate of Return
For the Test Year Ended December 31, 2020
Water Operations
) ) 3) @ 5)
After After
Accounting & Accounting & Settlement Settlement
Per Pro Forma Pro Forma Proposed Proposed
Description Application Adjustments Adjustments Adjustment Adjustment
5 $ $ $ $
Opcrating Revenues:

Utility Operating Revenues 7,308,931 54,782 (1) 7,363,713 555,000 (21) 7,918,713
Total Operating Revenues 7,308,931 54,782 7,363,713 555,000 7,918,713
Operating Expenses:

Operating Expenses 5,396,456 (275,347) (2) 5,121,109 0 5,121,109

Depreciation and Amortization Expenses 579,841 161,337 (3) 741,178 0 741,178

Amortization of Utility Plant Acquisition - Water Rights 43,256 (22,294) (4) 20,962 0 20,962

Amortization Expense - Other 0 21,522 (5) 21,522 0 21,522

Utility Regulatory Assessment Fees 0 52,193 (6) 52,193 3,934 (22) 56,127

Property Taxes 287,924 167,796 (7) 455,720 0 455,720

Payroll Taxes 40,985 4,671 (8) 45,656 0 45,656

Other Taxes and Licenses 95,837 (20,537) (9) 75,300 1,665 (23) 76,965

Federal Income Taxes (4,589,162) 4,671,891 (10) 82,729 109,606 (24) 192,335

State Income Taxes (959,604) 980,338 (11) 20,734 27,470 (25) 48,204

Deferred Federal Income Taxes 4,681,887 (4,681,887) (12) 0 0 0

Deferred State Income Taxes 882,310 (882,310) (13) 0 0 0
Total Operating Expenses 6,459,730 177,373 6,637,103 142,675 6,779,778

et Utility Operating Income (Loss 849,201 (122,591) 726,610 412,325 1,138,935
Other Operating Income

Gains (Losses) from Disposition of Utility Property (45,452) 45,452 (14) 0 0 0

Add: Customer Growth 0 0 0 17,305 (26) 17,305

Add: Amortization of Excess Accumulated Deferred Income Tax 0 0 0 27,818 (27) 27,818
Net Income (Loss) for Return 803,749 (77,139) 726,610 457,448 1,184,058
Original Cost Rate Base: Water
Gross Plant in Service 33,250,642 1,544,011 (15) 34,794,653 0 34,794,653
Accumutlated Depreciation (11,555,949) (774,322) (16) (12,330,271) 0 (12,330,271)
Net Plant in Service 21,694,693 769,689 22,464,382 0 22,464,382
Contributions in Aid of Construction (CIAC) (5,860,751) 0 (5,860,751) 0 (5,860,751)
Accumulated Amortization of CIAC 2,757,281 130,008 (17 2,887,289 0 2,887,289
Accumulated Deferred Income Taxes (784,865) 94,684 (18) (690,181) 0 (690,181)
Excess Deferred Income Taxes (EDIT) (532,126) 0 (532,126) 0 (532,126)
Materials and Supplies 416,741 0 416,741 0 416,741
Prepayments 92,362 0 92,362 0 92,362
Cash Working Capital 674,557 (34,418) (19) 640,139 0 640,139
Total Rate Base 18,457,892 959,963 19,417,855 0 19,417,855
Return on Rate Base 4.35% 3.74% 6.10%
Operating Margin 3.73% 4.23% 9.71%
Interest Expense 530,947 (115,557) (20) 415,390 0 415,390
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Docket No. 2021-324-WS - Order No. 2022-376
May 27, 2022 Attachment A
Page 3 of 16
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Operating Experience, Rate Base and Rate of Return
For the Test Year Ended December 31, 2020
Sewer Operations
® @ o) @ ®
After After
Accounting & Accounting & Settlement Settlement
Per Pro Forma Pro Forma Praposed Proposed
Description Application Adjustments Adjustments Adjustment Adjustment
$ $ $ b3 $
Operating Revenues:

Utility Operating Revenues 2,168,238 85,365 (1) 2,253,603 0 (21) 2,253,603
Total Operating Revenues 2,168,238 85,365 2,253,603 0 2,253,603
Operating Expenses:

Operating Expenses 1,492,300 (345,041) (2) 1,147,259 0 1,147,259

Depreciation and Amortization Expenses 271,637 42270 (3) 313,907 0 313,907

Amortization of Utility Plant Acquisition Adjustments 0 0 4 0 (1] 1]

Amortization Expense - Other [1] 51,861 (5 51,861 0 51,861

Utility Regulatory Assessment Fees 0 15,973 (6) 15973 0 (22) 15,973

Property Taxcs 199,543 (86,141) () 113,402 0 113,402

Payroll Taxes 28,404 3,236 (8) 31,640 0 . 31,640

Other Taxes and Licenses 66,419 (31,308) (9 35,111 0 (23) 35,111

Federal Income Taxes 4,098,564 (4,009,878) (10) 88,686 0 (29) 88,686

State Income Taxes 857,019 (834,792) (11) 22,227 0 (25 22,227

Deferred Federal Income Taxes (4,181,377) 4,181,377 (12) 0 1] 0

Deferred State Income Taxes (787,988) 787,988 (13) 0 0 0
Total Operating Expenses 2,044,521 (224,455) 1,820,066 0 1,820,066
Net Utility Operating Income (Loss 123,717 309,820 433,537 0 433,537
Other Opcrating Income

Gains (Losses) from Disposition of Utility Property 611 (611) (14) 0 1] 0

Add: Customer Growth 0 0 0 4,344 (26) 4,344

Add: Amortization of Excess Accumulated Deferred Income Tax 0 0 0 7,350 27 7,350
Net Income (Loss) for Return 124,328 309,209 433,537 11,694 445,231
Original Cost Rate Base: Sewer
Gross Plant in Service 21,847,353 295,506 (15) 22,142,859 0 22,142,859
Accumulated Depreciation (11,367,040) (616,864) (16) (11,983,904) 0 (11,983,904)
Net Plant in Service 10,480,313 (321,358) 10,158,955 0 10,158,955
Contributions in Aid of Construction (CIAC) (11,507,271) 0 (11,507,271) 0 (11,507,271)
Accumulated Amortization of CIAC 5,939,824 255,251 (17) 6,195,075 0 6,195,075
Accumulated Deferred Income Taxes (207,406) 25,021 (18) (182,385) 0 (182,385)
Excess Deferred Income Taxes (EDIT) (140,618) 0 (140,618) 0 (140,618)
Materials and Supplies 0 0 0 0 0
Prepayments 3,228 0 3,228 0 3,228
Cash Working Capital 186,538 (43,131) (19) 143,407 0 143,407
Total Rate Base 4,754,608 (84,217) 4,670,391 0 4,670,391
Return on Rate Base 2.61% 9.28% 9.53%
Operating Margin -11.24% 14.80% 15.32%
Interest Expense 367,966 (268,056) (20) 99,910 0 99,910
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Page 4 of 16
g Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement 3 $ 3
Adj. #Adj. # Combined Water Sewer
Description Operations Operations Operations
Accounting and Pro forma Adjustments
(1)] Utility Operating Revenues
m (A) To adjust revenue based the number of customers as of September 2021
at current tariffed rates.
Per Settlement 259,647 130,532 129,115
Per KIU 259,647 130,532 129,115
(03] (B) To remove tap-in revenue.
Per Settlement (119,500) (75,750) (43,750)
Per KIU (119,500) (75,750) (43,750)
(C) To normalize fire hydrant rental revenues.
Per Settlement 0 0 0
Per KIU 0 0 0
1)) Total Utility Operating Revenues Adjustment
Total Per Settlement 140,147 54,782 85,365
Per KIU 140,147 54,782 85,365
) Operating Expenses
) (A) To annualize payroll related expenses to reflect known and measurable
increases in effect for 2022 based on payroll information. Allocated
between water and sewer - 59.07% and 40.93%.
Per Settlement 121,384 71,702 49,682
Per KIU 94,492 55,816 38,676
“4) (B) To increase purchased water costs to reflect increased costs charged by
St. John's Water Company.
Per Settlement 238,229 238,229 0
Per KIU 238,229 238,229 0

Page 4 of 16
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adi. #Adj. # Combined Water Sewer
Description Operations Operations Operations
(5) (C) To increase purchased power for Santee Cooper settlement.
Per Seftlement 27,682 16,352 11,330
Per KIU 27,682 16,352 11,330
(6) (D) To remove tap-in expenses.
Per Settlement (119,500) (75,750) (43,750)
Per KIU (119,500) (75,750) (43,750)
@ (E) To adjust accounting costs for known audit costs. Allocated between
water and sewer - 59.07% and 40.93%.
Per Settlement 339 200 139
Per KIU 339 200 139
8) (F) To remove nonrecurring legal fees. Allocated between water and sewer -
59.07% and 40.93%.
Per Settlement (313,423) (185,139) (128,284)
Per KIU (313,423) (185,139) (128,284)
) (G) To adjust for SWWC management fees to reflect the 3-factor overhead
allocation. Allocated between water and sewer - 59.07% and 40.93%.
Per Settlement (512,522) (305,700) (211,822)
Per KIU (436,606) (257,903) (178,703)
10) (H) To amortize rate case expenses over two years. Allocated between water
and sewer - 59.07% and 40.93%.
Per Settlement (47,517) (28,068) (19,449)
Per KIU (47,517) (28,062) (19,455)
(11) (M To remove nonallowable expenses.
Per Settlement (10,060) (7,173) (2,887)
Per KIU (3,006) (3,006) 0
2) Total Operating Expenses Adjustment
Total Per Settlement (620,388) (275,347) (345,041)
Total Per KIU (559,310) (239,263) (320,047)
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adj. §Adj. # Combined Water Sewer
Description Operations Operations Operations
12y 3 Depreciation & Amortization Expenses
(A) To adjust depreciation and amortization for 2021 calculated
depreciation, pro forma assets placed in service in 2021, and allocated
corporate overhead depreciation.
Per Settlement 143,607 101,337 42,270
Per KIU 236,788 158,130 78,658
(B) To adjust amortization expense for secondary water line incremental
pipeline costs regulatory asset of $1,800,000 over 30 years.
Per Settlement 60,000 60,000 0
Per KIU 0 0 0
?3) Total Depreciation & Amortization Expense Adjustment
Total Per Settlement 203,607 161,337 42,270
Total Per KTU 236,788 158,130 78,658
(13) @ Amortization of Utility Plant Acquisition - Water Rights
To adjust for fully amortized impact agreement.
Per Settlement (22,294) (22,294) 0
Per KIU (22,294) (22,294) 0
(4 G Amortization Expense - Other
To amortize known and measurable maintenance costs incurred for
sludge removal, tank painting, and Covid-19 personal protective
equipment,
Per Settlement 73,383 21,522 51,861
Per KIU 73,383 21,522 51,861
©) Utility Regulatory Assessment Fees
(15) (A) To reclass test year gross receipts tax recorded in other taxes and
licenses. Allocated between water and sewer - 59.07% and 40.93%.
Per Settlement 54,372 32,118 22,254
Per KIU Page 6 of 16 51,748 30,568 21,180
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adi. #Ad}. # Combined Water Sewer
Description Operations Operations Operations
(16) (B) To adjust gross receipts tax after the accounting and pro forma
adjustments using a factor of .708793%.
Per Settlement 13,794 20,075 (6,281)
Per KIU (8) (5) 3)
©) Total Utility Repulatory Assessment Fees Adjustment
Total Per Settlement 68,166 52,193 15,973
Total Per KIU 51,740 30,563 21,177
an o Property Taxes
To adjust property taxes for expected increase.
Per Settlement 81,655 167,796 (86,141)
Per KIU 146,926 86,789 60,137
(18) (8) Payroll Taxes
To increase payroll tax for payroll increase. Allocated between water
and sewer - 59.07% and 40.93%.
Per Settlement 7,907 4,671 3,236
Per KIU 5,559 3,284 2,275
) Other Taxes and Licenses
19) (A) To remove gross receipts tax recorded in ather taxes and licenses.
Allocated between water and sewer - 59.07% and 40.93%.
Per Settlement (54,372) (32,118) (22,254)
Per KIU (51,748) (30,568) (21,180)
(20) (B) To adjust corporate license fee for proforma fair market value (.001) and
revenue changes (.003).
Per Settlement 2,527 11,581 (9,054)
Per KIU 4,649 2,746 1,903
()] Total Other Taxes and Licenses Adjustment
Total Per Settlement (51,845) (20,537) (31,308)
Total Per KIU Page 7 of 16 (47,099) (27,822) (19,277)
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Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adj. #Adj. # Combined Water Sewer
Description Operations Operations Operations
@n o) Federal Income Taxes
To adjust federal income taxes on pro forma income at 21%.
Per Scttlement 662,013 4,671,891 (4,009,878)
Per KIU 621,309 4,702,794 (4,081,485)
21y @an State Income Taxes
To adjust state income taxes on pro forma income at 5%.
Per Settlement 145,546 980,338 (834,792)
Per KIU 135,344 988,083 (852,739)
(22) @a2) Deferred Federal Income Taxes
To remove deferred federal income tax expense.
Per Settlement (500,510) (4,681,887) 4,181,377
Per KIU (500,510) (4,681,887) 4,181,377
(22) (13) Deferred State Income Taxes
To remove deferred state income tax expense.
Per Settlement (94,322) (882,310) 787,988
Per KIU (94,322) (882,310) 787,988
(23) (14) Other Operating Income
To reverse gains / losses on disposition of property.
Per Settlement 44,841 45,452 (611)
Total Per KIU 44,841 45,452 (611)
{as) Gross Plant In Service
To adjust gross plant in service as of 12/31/21.
Per Settlement 1,839,517 1,544,011 295,506
Per KIU Page 8 of 16 4,200,881 3,828,264 372,617
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Attachment A )
Kiawah Island Utility, Inc. (23
Docket No. 2021-324-WS 3
Explanation of Accounting and Pro Forma Adjustments >
For the Test Year Ended December 31, 2020 ,':
KIU Settlement $ $ $ <
Adj. 4Ad]. # Combined Water Sewer ;
Description Operations Operations Operations l'él
1
N
N
16) Accumulated Depreciation N
=
To adjust accumulated depreciation as of 12/31/21, S_D‘
(o]
Per Settlement (1,391,186) (774,322) (616,864) :;
e}
Per KIU (1,023,987) (660,696) (363,291) A
N
(o))
an Accumulated Amortization of CIAC 'gU
1
To adjust accumulated amortization of contributions in aid of 7))
construction as of 12/31/21. O
0
Per Settlement 385,259 130,008 255,251 ((g
]
Per KIU 385,259 130,008 255,251 )
o
(o]
o)
(18) Accumulated Deferred Income Taxes ;
To adjust accumulated deferred income taxes. 8
N
Per Settlement 119,705 94,684 25,021 Z.;
N
Per KIU 119,705 94,684 25,021 »
w
19) Cash Working Capital !
o
To adjust cash working capital after accounting and pro forma 8
adjustments. 4]
N
H
Per Settlement (77,549) (34.418) (43,131) o
=4
w
Per KIU (69,914) (29,908) (40,006) -h
(24) o) Interest Expense
To synchronize interest expense with the portion of rate base financed by
debt.
Per Settlement (383,613) (115,557) (268,056)
Per KIU (325,084) (192,027) (133,057)

Page 9 of 16
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4 Afttachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement $ $ $
Adj. #Adi. # Combined Water Sewer
Description Operations Operations Operations
Settlement Proposed Adjustment
(25) (1) Utility Operating Revenues
To adjust revenues to reflect the settlemet rates.
Per Settlement 555,000 555,000 0
Per KIU 1,355,996 1,101,606 254,390
(26) (22) Utility Regulatory Assessment Fees
To increase gross receipts afier settlement adjustment using a factor of
.708793%.
Per Settlement 3,934 3,934 0
Per KIU 9,611 7,808 1,803
27) 23) Other Taxes and Licenses
To increase the corporate license fee after settlement adjustment.
Per Settlement 1,665 1,665 0
Per KIU 4,068 3,305 763
28) (29) Federal Income Taxes
To adjust federal income taxes after settlement adjustment using a 21%
tax rate.
Per Settlement 109,606 109,606 0
Per KIU 267,792 217,553 50,239
(28) (25) State Income Taxes
To adjust state income taxes after settlement adjustment using a 5% tax
rate,
Per Settlement 27,470 27,470 0
Per KIU 67,116 54,525 12,591

Page 10 of 16
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g Attachment A
Kiawah Island Utility, Inc.
Docket No. 2021-324-WS
Explanation of Accounting and Pro Forma Adjustments
For the Test Year Ended December 31, 2020
KIU Settlement 3 3 $
Adi. §Ad]. # Combined Water Sewer
Description Operations Operations Operations
(29) (26) Customer Growth
To adjust for customer growth based on the total operating income after
settlement adjustment. The customer growth factors are 1.5194% for
water and 1.0019% for sewer.
Per Settlement 21,649 17,305 4,344
Per KIU 28971 24,080 4,891
30) @27 Amortization of Excess Accumulated Deferred Income Tax

To adjust for the annual amortization of excess accumulated deferred
income taxes due to the Tax Cuts and Jobs Act.
Per Settlement 35,168 27,818 7,350
Per KIU 35,168 27,817 7,351

Page 11 of 16
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Plant in Service

Land and Land Rights

Structures & Improvements

Wells

Water Treatment

Collections Sewers - Gravity
Collections Sewers - Force

Pumping Equipment

Aquifer Storage & Recovery (ASR) Equipment
Mains

Meter & Meter Installation

Fire Hydrants

Other Plant & Miscellaneous Equipment
Office Furniture & Equipment
Transportation Equipment

Tools, Shop, and Garage

Equipment - Meter

Communication Equipment
Miscellaneous Equipment

Impact Fees (Water Rights)

Gross Plant in Service - KIU

SWWC - Plant In Service Allocation
Tota) Gross Plant in Service
Contributions in Aid of Construction (CIAC)

Depreciation Expense

Land and Land Rights

Structures & Improvements

Wells

Water Treatment

Collections Sewers - Gravity
Collections Sewers - Force

Pumping Equipment

Aquifer Storage & Recovery (ASR) Equipment
Mains

Meter & Meter Installation

Fire Hydrants

Other Plant & Miscellaneous Equipment
Office Fumniture & Equipment
Transportation Equipment

Tools, Shop, and Garage

Equipment - Meter

Communication Equipment
Miscellaneous Equipment

Total Depreciation Expeonse - KIU
SWWC - Depreciation E All

P

Tatal Depreciation Expense

CIAC Amortization Expense

Depreciation & Amortization Expense
Depreciation & Amortization Expense - Per Books

Depreciation & Amortization Expense Adjustment #3A

Page 12 of 16

m
—
m
Q
Attachment A -
®)
Kiawah Island Utility, Ine. Z
Docket No, 2021-324-WS o
Computation of Depreciation & Amortization Expense >
For the Test Year Ended December 31, 2020 ":
Combined Assot Water Asset Seweor =<
Opcrations Class Operations (Class Operations 11
s s -
m
O
5,268,252 303.2 3,468,252 353.6 1,800,000 !
16,113,909 304.2 12,717,812 3544 3,396,097 8
171,381 307.2 171,381 N/A 0 N
49,679 N/A 0 3554 49,679 N
13,649,037 N/A 0 360.2 13,649,037 <
2,141,766 N/A 0 361.2 2,141,766 [\
1,449,612 3.2 1,117,843 3713 331,769 3
1,340,815 3304 1,340,815 N/A [1] =
10,459,792 3314 10,459,792 N/A 0 N
1,718,873 3344 1,718,873 N/A 0 oo
284,840 3354 284,840 N/A 0 b
1,042,889 3394 917,292 3894 125,597 N
297,538 340.5 130,305 390.7 167,233 (o))
595,602 3415 294,151 3917 301,451 o
20,994 3435 10,497 393.7 10,497 <
1,050 N/A 0 394.7 1,050 '
2,278 3465 1,139 396.7 1,139 (7))
9,596 3475 4,798 397.7 4,798 (@]
1,921,989 302.1 1,921,989 N/A 0 O
56,539,892 34,559,779 21,980,113 wn
O
397,620 N/A 234,874 N/A 162.746 '
56‘937.512 34!794!653 2:142.859 g
(17,368,022) 3314.C (5,860,751) 360.2.C (11,507,271) E
E - S
N
0 303.2 0 3536 1] 8
357,293 304.2 268,399 3544 88,894 T‘
9,272 307.2 9,272 N/A 4] w
1,1M N/A ()} 3554 1,771 N
307,981 WA 0 360.2 307,981 '.h
52,729 N/A 0 3612 52,729 E
73,526 N2 46,172 INA 27,354 wn
31,795 3304 31,795 N/A [1]
242,568 3314 242,568 N/A 0 !
58,953 3344 58,953 N/A 4] ;)U
7301 3354 7,301 N/A 0 «Q
62,724 339.4 55,196 3894 7,528 ®
17,508 3405 4,758 390.7 12,750 N
61,118 3415 30,559 3917 30,559 ~
1,400 343.5 700 393.7 700 9.\
210 N/A 0 394.7 210 )
456 346.5 228 396.7 228 N
960 3475 480 397.7 480
1,287,565 756,381 531,184
92,779 54,805 37.974
1,380,344 811,186 569,158
(385,259) 33l4.C (130,008) 360.2.C (255,251)
995,085 681,178 313,907
851,478 579,841 271,637
143,607 101,337 42,270
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Accumulated Depreciation

Land and Land Rights

Structures & Improvements

Wells

Water Treatment

Collections Sewers - Gravity

Collections Sewers - Force

Pumping Equipment

Aquifer Storage & Recovery (ASR) Equipment
Mains

Meter & Meter Installation

Fire Hydrants

Other Plant & Miscellaneous Equipment
Office Fumniture & Equipment
Transportation Equipment

Tools, Shop, and Garage

Equipment - Meter

Communication Equipment
Miscellaneous Equipment

Impact Fees (Water Rights)

Total A tated Depreciation - KIU

SWWC - Accumulated Depreciation Allocation
Accumulated Depreciation

Accumulated Amortization of CIAC

m
—
m
@]
Attachment A 5'
O
Kiawah Istand Utility, Ioc, Z
Docket No. 2021-324-WS O
Computation of Depreciation & Amortization Expense >
For the Test Year Ended December 31, 2020 .':.'
Combined Asset Water Asset Sewer 1-<1
Cperations Class Operations Class Operations l=
s 3 s m
(w)
0 303.2 0 353.6 0 ,'\,
(5,496,994) 304.2 (3,262,294) 3544 (2,234,700) o
(36,553) 307.2 (36,553) N/A - N
(43,038) N/A 0 3554 (43,038) N
(7,653,315) N/A 0 360.2 (7.653,315) <
(1,458,240) N/A 0 361.2 (1,458,240) [
(903,918) 3112 (789,899) 3713 (114,019) o
(520,250) 3304 (520,250) N/A 0 =
(4,686,985) 3314 (4,686,985) N/A 0 ]
(62,573) 3344 (62,573) N/A 0 ©o
(194,139) 3354 (194,139) N/A 0 B
(691,661) 339.4 (631,251) 389.4 (60,410) N
(253,600) 340.5 (118,326) 390.7 (135,274) o
(381,059) 341.5 (186,880) 391.7 (194,179) 0
(2,256) 343.5 (1,128) 393.7 (1,128) <
(210) N/A - 394.7 (210) )
(798) 346.5 (399) 396.7 (399) wn
(1,304) 347.5 (652) 397.7 (652) (@]
(1,711,451) 302.1 1,711,451 N/A 0 0
(24,098,344) (12,202,780) (11,895,564) g
(215.831) N/A (127.491) N/A (88.340) !
O
(24,314,175) (12,330,271) (11,983,904) 8
x 3
9,082,364 3314.C 2,887,289 360.2.C 6,195,075 o
T+
N
(]
N
—
)
N
n
=
wn
]
0
[
«Q
(0]
N
0]
[«
b
w
B
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Attachment A
Kiawah Island Udlity, Inc.
Docket No. 2021-324-WS
Computation of Income Taxes
For the Test Year Ended December 31, 2020
After A ting & Pro Forma Adjustments
s s s

Combined Water Sewer

Operations Operations Operations
Operating Revenues 9,617,316 7,363,713 2,253,603
Operating Expenses 8,242,793 6,533,640 1,709,153
Net Operating Income Beforo Taxes 1,374,523 830,073 544,450
Less: A lized I Exp 515,300 415,390 99,910
Taxable Income - State 859,223 414,683 444,540
State Income Tax % 5.0% 5.0% 5.0%
State Income Taxes 42,961 20,734 22,227
Less: State Income Taxes Per Books {102,585) (959.604) 857.019
State I Tax Adj -A ting and Pro Forma Adjustment #11 145,546 980,338 (834,792)
Taxable Income - Federal (Taxable Income - State less Statc Income Taxes) 816,262 393,949 422,313
Federal Income Taxes % 21.0% 21.0% 21.0%
Federal Income Taxes 171,415 82,729 88,686
Less: Federal Income Taxes Per Books (490,598) (4,589,162) 4,098,564
Federal I Tax Adj -A ting and Pro Forma Adjustment #10 662,013 4,671,891 (4,009,878)

After Scttlement Proposed Adj t
s s s

Combined Water Sewer

Operations Operations Operations
QOperating Revenues 10,172,316 7,918,713 2,253,603
Operating Expenses 8,248,392 6,539,239 1,709,153
Net Operating Income Before Taxes 1,923,924 1,379,474 544,450
Less: Annualized Interest Expense 515,300 415,390 99,910
Taxable Income - State 1,408,624 964,084 444,540
State Income Tax % 5.0% 5.0% 5.0%
State Income Taxes 70,431 48,204 22,227
Less: State Income Taxes After Accounting & Pro Forma Adjustments 42,961 20,734 22,227
State Income Tax Adjustment - After Proposed Adjustment 425 27,470 27,470 0
Taxable Income - Federal (Taxable Incoms - State less State Income Taxes) 1,338,193 915,880 422,313
Federal Income Taxes % 21.0% 2L.0% 21.0%
Federal Income Taxes 281,021 192,335 88,686
Less: Federal Income Taxes Afier Accounting & Pro Forma Adjustments 171,415 82,729 88,686
Federal Income Tax Adjustment - After Proposed Adjustment #24 109,606 109,606 0

Page 14 of 16
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Attachment A
Kiawah Island Utility, Inc.
Cash Working Capital Allowance
For the Test Year Ended December 31, 2020
After Accounting & Pro Forma Adjustments
Combined Water Sewer

Operating Expenses 6,268,368 5,121,109 1,147,259
Less: Bad Debt Expense 0 0 0
Less: Purchased Water 0 0 0
Net Operating Expenses 6,268,368 5,121,109 1,147,259
Allowable Rate 12.50% 12.50% 12.50%
Computed Cash Working Capital 783,546 640,139 143,407
Less: Cash Working Capital - Application Per Books 861,095 674,557 186,538
Cash Working Capital Adjustment #19 (77,549) (34,418) (43,131)

Page 150f 16
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Kiswab Jsland Unility, Ine.
Decket No. 2021.324.-WS
Welghted Cost of Capits)
For the Test Year Eaded Decsmber 31, 2020
Combin rution;
Per Applicatisn Alter Acceusting and Pre forms Adfustments Afler Settlement Propesed Adfertmest
Iacome Income lacome
Capitad Rate Embedded Overall For Rate Embedded QOverall Fer Rate Embedded Ovwtrsll Feor
Deweripton Strutture Ratie Base ContRetwrn _ CostReturn Retern Buse Cost/Return _CosVReturn Retom Base CosVReturs_CortReturn Return
Long-Term Debt s 19,669,358 463% $ 10,865,771 ASTR 24K S 496566 S 11275708 457% 214% S 515300 § 127,708 asmh 214% S 515300
Member? Equity 22,351,084 5319% 12,346,729 349% 1.86% 431510 12,812,533 5.03% 268% 4434 12312538 8.6%% 4.62% 1113939
Totaly $ g&m 10000% $ 23.212.500 400% S 91217 S 24& 431% S I!stlﬂ 3 1‘&2“ 6763 S 1 ﬂ’él’
Water Operations
Per Application After Accouating 200 Pre forms Adjustments After Seitlemeo! Proposed Adjustment
Izcome Isteme latemre
Chpltal Rate Embcdded Oversil Fer Rate Embedded Overald Fer Rate Embedded Overall For
Description Strodure Ratle Base CHUReturn _CostRetarn Return Bue  Cost/Reters Retern Base CosVReturn CortReturn __ Return
Laoag-Term Deba. s 19,669,858 4631% § 3,640,139 457% 214% § 394534 S 9,089,498 437% 214% S 415390 S 9.039.498 AS5T% 214% § 415390
Members' Equity 22,351,964 33.19%% 9012252 4.]5_%: 121% 403295 10328357 3.01% 1.59% 3nne 10328357 TA4% 1.96% T68.668
Tetals 5 41&9}2 100003 S 18.457.892 433% § 303.749 S __ 19,417.853 3.73% $ n&glo s 19417855 610% S llll‘!OSI
Sewer o1
Per Application After Accauating snd Pro forma Adjutmeats Afer Setifement Proposed Adjustment
Taceme facame locome
Capital Rate Embedded Overall For Rate Embedded Oversl For Rate Embedded Oversll Fer
Dexcription Struciure Ratio Baie ContfRetura  Cort/Returm Retuen Base Cest/Return Cost/Retarn Return Base Cost/Return _CosUReturn Return
Leng-Term Debt H 19,669,852 4481% § 2,225,632 45T% 204% S 071 8 2,185210 4875 24% S 99910 § 2,186210 4574 LM% S 93910
Members® Equity 22,35),064 $3.19% 2528976 0L%% 047% 22817 24,8 13A43% 1.14% 333,627 2484180 13.90% 739% 345321
Toab $___42020922 100003 $ 4 1ﬁ& 261% § 124328 S 4£10é9l 9.28% § 431,537 8 4670391 9 2’% s “5£I
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Attachment B
KIAWAH ISLAND UTILITY, INC.

Settlement - Water Rate Design

Settlement Settlement

Billing Current Current Proposed Proposed Percent
Description Determinants Rate Revenues Rates Revenues Increase  Increase
(a) (b) (c) (d) (e) (f) (g) (b)
Residential
5/8" Meter 34,836 $36.65 $1,276,739 $36.65 $1,276,739 $0 0.00%
3/4 Meter 5,784 $54.98  $318,004 §54.98 $318,004 $0 0.00%
1" Meter 4,140 $91.62  $379,307 §91.62 $379,307 $0 0.00%
1 1/2* Meter 180 $183.25 $32,985 $183.25  $32,985 $0 0.00%
2" Meter 84 $293.2] $24,630 $293.21  $24,630 $0 0.00%
3" Meter - $641.40 $0 $641.40 $0 $0 --
4" Meter - $1,840.73 $0  $1,840.73 $0 $0 -
Total Fixed Charges $2,031,665 $2,031,665 S0 0.00%
Consumption to 11,000 gals/mo. 370,176 $4.83 $1,787,950 $5.36 $1,984,143  $196,193 10.97%
Consumption 11,000-50,000 gals/mo. 118,657 §537  $637,188 §596 $707,196  $70,008 10.99%
Consumption over 50,000 gals/mo 10,780 $5.71 §61,554 $6.33 368,237 $6,684 10.86%
otal Consumption Y5813 32,485,592 S2,759,5 : 97%
Total Residential $4,518,357 §4,791,242  $272,885 6.04%
Target Revenues $4,789,324  $270,967
Difference $1,918 $1,918
Commercial
5/8" Meter 528 $36.65 $19,351 §36.65 $19,351 - 0.00%
3/4 Meter 180 $54.98 $9,896 $54.98 $9,896 - 0.00%
1" Meter 168 $91.62 $15,392 $91.62 $15,392 - 0.00%
1 1/2" Meter 204 $183.25 $37,383 $183.25 $37,383 - 0.00%
2" Meter 192 $293.21 $56,296 $293.21 $56,296 - 0.00%
3* Meter 48 $641.40 §30,787 $641.40 330,787 - 0.00%
4" Meter 24 $1,840.73 §44,178  $1,840.73 $44,178 - 0.00%
Total Fixed Charges $213,284 $213,284 - 0.00%
Consumption 55,119 $5.71 _ $314,729 $5.71  $314,729 - 0.00%
Total Commercial $528,013 $528,013 - 0.00%
Target Revenues $528,013 $0
Difference $0 $0
Hotels
Per Room 3,060 $14.72 §45,043 §$14.72 545,043 50 0.00%
Consumption 8.817 $5.71 $50,345 $5.71  $50,345 pY 0.00%
Total Hotels $95,388 §95,388 $0 0.00%
Target Revenues $95,388 S0
Difference S0 $0
Irrigation
5/8" Meter 2,328 $36.65 $85,321 $36.65  $85,321 h{1} 0.00%
3/4 Meter 1,044 $54.98 §57,399 $54.98 857,399 $0 0.00%
1" Meter 1,380 §91.62  $126,436 $91.62 $126,436 $0 0.00%
1 172" Meter 312 $183.25 $57,174 §183.25 857,174 $0 0.00%
2" Meter 300 $293.21 $87,963 $20321 387,963 so0 0.00%
3" Meter 48 $641.40 $30,787 $641.40  $30,787 $0 0.00%
4" Meter - $1,840.73 S0 $1,840.73 $0 30 -
Total Fixed Charges $445,080 $445,080 $0 0.00%
Consumption to 50,000 gals/mo 157,541 §537  $845,995 $6.30 $992,508 $146,513 17.32%
Consumption over 50,000 gals/mo 105,366 §5.71  $601,640 $6.70  §705,952  $104,312 17.34%
Totat Consumption 31,447,635 31,698, X .33%
Total Irrigation Customers $1,892,715 §2,143,541 $250,825

Target Revenues
Difference

$2,144,620 $251,905

(51,080)  (51,080)
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= Attachment B
KIAWAH ISLAND UTILITY, INC.
Settlement - Water Rate Design
Settlement Settlement
Billing Current Current Proposed  Proposed Percent
Description Determinants Rate Revenues Rates Revenues Increase Increase
(2) (b) (¢) (d) (e) () (8) (h)
Golf - Potable
Potable Water 48 $871.45 $41,830 $871.45 $41,830 $0 0.00%
Consumption - Potable 25,489 $5.71 $145,542 $6.55 5166,953  $21,411 14.71%
Total Golf - Potable $187,372 $208,783  $21,411 11.43%
Target Revenues $208,747 $21,375
Difference $36 $36
Golf - Well Water
Deep Well Water 36 $1,138.80 $40,997 $1,138.80 $40,997 $0 0.00%
Consumption - Well 79,415 $0.30  $23,825 $0.42 $33,354 $9,530 40.00%
Total Golf - Well Water $64,821 $74,351 $9,530 14.70%
Target Revenues $74,681 $9,860
Difference ($330) ($330)
Private Fire
2" Line 252 8.65 $2,180 $9.17  $2,311 3131 6.01%
3" Line 84 15.83 $1,330 $16.78 $1,410 $80 6.00%
4" Line 180 2743 $4,937 $29.08 $5,234 $297 6.02%
6" Line 24 54.87 $1,317 $58.16 $1,396 $79 6.00%
8" Line 12 96.11 81,153 $101.88 $1,223 $69 6.00%
Total Fire Line $10,917 $11,573 $656 6.01%
Target Revenues $11,572 $655
Difference 31 $1
Total Water Sales
TOTAL Water Sales $7,297,584 $7,852,891 $555,307
Target Revenues $7,852,346 $554,762
Difference $545 $545
Fire Hydrant Service $39,551 $39,551 $0
Late Payment & Return Check Charges $3,131 $3,369 $238
Other Revenue $23,447 $23,447 $0
TOTAL REVENUE $7,363,713 $7,919,258 $555,545
TOTAL REVENUE TARGET $7,918,713  $555,000
DIFFERENCE $545 $545
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ATTACHMENT B 3]
KIAWAH ISLAND UTILITY, INC. e
Settlement - Sewer Rate Design o
>
[
Settlement Settlement :
Billing Current Current Proposed Proposed Percent mn
Description Determinants Rate Revenues Rates Revenues Increase  Increase -
(2) (b) (e) (d) (e) (1 (8) ) u
Residential '
5/8" Meter 34,620 $28.00 $969,360 $28.00 $969,360 $0 0.00% N
3/4 Meter 5,196 $42,00 $218,232 $42.00 $218,232 $0 0.00% 8
1" Meter 3,876 $69.99 $271,281 $69.99 $271,281 $0 0.00% N
1 1/2" Meter 120 $139.98 $16,798 $139.98 $16,798 $0 0.00% =
2" Meter 84 $223.98 $18,814 $223.98 $18,814 $0 0.00% i_n‘
3" Mcter - $489.95 $0 $489.95 $0 $0 0.00% (9]
4" Meter - $1,514.79 $0 $1,514.79 $0 $0 0.00% :;
Consumption to 11,000 gals/mo. 351,605 $0.74 $260,188 $0.74 $260,188 $0 0.00% o0
Consumption 11,000-50,000 gals/mo. - $0 $0.00 $0 $0 0.00% n
Consumption over 50,000 gals/mo - $0 $0.00 $0 $0 0.00% )
Total Residential Customers $1,754,673 $1,754,673 $0 0.00% o
Target Revenues $1,754,673 Y
Difference $0 'g
Commercial (Uj)
5/8" Meter 276 $28.00 $7,728 $28.00 $7,728 $0 0.00% o)
3/4 Meter 120 $42.00 $5,040 $42.00 $5,040 $0 0.00% n
1" Meter 84 $69.99 $5,879 $69.99 $5,879 $0 0.00% O
1 1/2" Meter 156 $139.98 $21,837 $139.98 $21,837 $0 0.00% !
2" Meter 180 $223.98 $40,316 $223.98 $40,316 $0 0.00% g
3" Meter 48 $489.95 $23,518 $489.95 $23,518 $0 0.00% %
4" Meter 24 $1,514.79 $36,355 £1,514.79 $36,355 $0 0.00% (]
Consumption 28,043 $2.86 $80,203 $2.86 $80,203 30 0.00% ;;
Total Commercial Customers $220,876 $220,876 $0 0.00% N
Target Revenues $220,876 S
Difference $0 -
)
Hotels N
per Room 3,060 $11.19 $34,24] $11.19 834,241 $0 0.00% '?“
Consumption 8,817 $2.86 $25,217 $2.86 $25,217 $0 0.00% E
Total Hotels $59,458 $59,458 $0 0.00% »
Target Revenues §59,458 !
Difference 50 ;?
[(e]
Effluent (¢}
Effluent Watcr 36 $4,648.72 $167,354 $4,648.72 $167,354 $0 0.00% (ﬁ
Consumption 211,679 $0.20 $42,336 $0.20 $42,336 $0 0.00% o
Total Golf - Potable $209,690 $209,690 $0 0.00% ;3
Target Revenues $209,690 D
Difference $0
Total Rate Revenues
TOTAL RATE REVENUES $2,244,697 $2,244,697 $0 0.00%
TOTAL REVENUE TARGET $2,244,697
DIFFERENCE $0
Other Revenue $8,906 $8,906
TOTAL REVENUE $2,253,603 82,253,603 $0
TOTAL TARGET REVENUE $2,253,603
DIFERENCE S0




